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DEFENSE MINERALS 


FRIDAY, JANUARY 19, 1951 


Unirep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:30 a. m., in the com- 
mittee room, 224 Senate Office Building, Washington, D. C., Senator 
O’ Mahoney (chairman) presiding. 

Present: Senators Joseph C. O’Mahoney, Herbert H. Lehman, 
George A. Smathers, Hugh Butler, Eugene D. Millikin, Guy Cordon, 
Zales N. Ecton, and Arthur V. Watkins. 

Also present: James Boyd, Administrator, Defense Minerals 
Administration; Harold M. Bannerman, Assistant Chief Geologist, 
United States Geological Survey; Thomas H. Miller, Acting Director, 
United States Bureau of Mines: Glen Ireland, Special Assistant to 
the Administrator, National Production Authority; Samuel H. Willis- 
ton, Director, Supply Division, Defense Minerals Administration; and 
A. J. Walsh, Acting Commissioner, Emergency Procurement Service, 
General Services Administration. 

The CuHatrmMan. This session of the Committee on Interior and 
Insular Affairs has been called for the purpose of requesting from those 
who are administering the metals program a statement of policies 
already adopted, and ways and means of carrying out the purchase 
of defense metals and minerals. 

The Committee on Interior and Insular Affairs has jurisdiction 
over mines and mining under the Legislative Reorganization Act. 

In the first session of the last Congress this committee held extensive 
hearings, designed to develop legislation, the purpose of which w as to 
stimulate the production of domestic minerals. It was recognized 
by the committee that the production of minerals in the United States 
was not as efficient and effective as it should be. 

This committee sponsored and passed through the Senate a bill, 
the purpose of which was to stimulate the producticn of domestic 
minerals. The committee felt very strongly that it was an objective 
that should be carried out by the Government of the United States; 
that there was a great lag in the development of our domestic mineral 
resources; that there were opportunities to promote this development; 
but, unfortunately, the bill did not pass the House of Representatives 
for reasons of economy. 

When the Defense Production Act was under consideration, how- 
ever, in 1950, an amendment was offered to that Act which gave the 
Government the authority to promote the production of minerals. 

When the excess-profits-tax law was passed, a provision was written 
into that law exempting from the excess-profits tax the production of 
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certain minerals which were deemed to be strategic and critical; 
other words, we have a consistent record over a period of years of ise 
interest of this committee in stimulating the production of domestic 
minerals in order that the United States might not be dependent or 
too dependent upon foreign sources of supply for any minerals. 

There are some, of course, which are not produced in any abundance 
at all in the United States, as, for example, tin. We have not done 
the stockpiling which should have been done. 

When the chairman of this committee was a member of the old 
Military Affairs Committee years ago he sponsored, and had charge 
on the floor, of an amendment to the Stockpiling Act, the purpose of 
which, again, was to stimulate the production of strategic and critical 
minerals and to promote stockpiling. 

In the first session of the Eighty-first Congress we had a long 
struggle over the appropriation for stockpiling. Recommendations 
were made to the Appropriations Committee that the appropriation 
be curtailed. It took a long battle to prevent the appropriation for 
stockpiling from being cut to the bone, but, nevertheless, we have not 
done the stockpiling that should have been done. 

In order that we may know precisely what we are dealing with, I 
want to call attention, specifically, to the acts which are now operating 
for the purpose of stimulating the production of minerals. 

Section 302 and section 303 of the Defense Production Act of 
September 8, 1950, are as follows: 


Src. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations in, or guaranties of, loans) to private business enterprises 
(including research corporations not organized for profit) for the expansion of 
capacity, the development of technological processes, or the production of essential 
materials, including the exploration, development, and mining of strategic and 
critical metals and minerals. Such loans may be made without regard to the 
limitations of existing law and on such terms and conditions as the President 
deems necessary, except that financial assistance may be extended only to the 
extent that it is not otherwise available on reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this act, the President 
may make pee (1) for purchases of or commitments to purchase metals, 
minerals, and oth er raw materials, including liquid fuels, for Government use or 
for resale; and (2) for the encouragement of exploration, developme nt, and mining 
of critical and strate gic minerals and metals: Provided, however, That purchases 
for resale under this subsection shall not include agricultural commodities except 
insofar as such commodities may be purchased for resale for industrial uses or 
stockpiling, and no agricultural commodity shall be sold for such purposes at less 
than the higher of the following: (i) the current market price for such commodity, 
or (ii) the minimum sale price established tor agricultural commodities owned or 
controlled by the Commodity Credit Corporation as provided in section 407 of 
Public Law 439, Eighty-first Congress 

(b) Subject to the limitations in subsection (a), purchases and commitments to 
purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 
overseas supplies. 


The CHatrMAN. Section 450 of the Excess Profits Act of January 
3, 1951, which is entitled, “Corporations Engaged in Mining of Stra- 
tegic Minerals,” in subsection (b) there is contained a definition of 
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the term “strategic mineral,’”’ by listing several such minerals, and in 
paragraph (2) of subsection (b) there is a definition of the term “‘cer- 
tifying agency,’ which is the agency which has the power to certify 
that the minerals not named may be included. 


SEC. 450. CORPORATIONS ENGAGED IN MINING OF STRATEGIC 
MINERALS. 


(a) Exemprion From Tax.—lIn the case of any domestic corporation engaged 
in the mining of a strategic mineral, the portion of the adjusted excess profits net 
income attributable to such mining in the United States shall be exempt from the 
tax imposed by this subchapter. The tax on the remaining portion of such ad- 
justed excess profits net income shall be an amount which bears the same ratio 
to the tax computed without regard to this section as such remaining portion 
bears to the entire adjusted excess profits net income. 

(b) Derrnirions.—For the purposes of this section— 

(1) the term “‘strategic mineral’? means antimony, chromite, manganese, 
nickel, platinum (including the platinum group metals), quicksilver, sheet 
mica, tantalum, tin, tungsten, vanadium, fluorspar, flake graphite, vermicu- 
lite, perlite, long-fibre asbestos in the form of amosite, chrysotile or crocido- 
lite, beryl, cobalt, columbite, corundum, diamonds, kyanite (if equivalent 
in. grade to Indian kyanite), molybdenum, monazite, quartz crystals, and 
uranium, and any other mineral which the certifying agency has certified to 
the Secretary as being essential to the defense effort of the United States 
and as not having been normally produced in appreciable quantities within 
the United States. 

(2) the term “certifying agency”? means the department, official, corpora- 
tion, or agency utilized or created to carry out the authority of the President 
under section 303 (a) of the Defense Production Act of 1950 to make pro- 
vision for the encouragement of exploration, development, and mining of 
critical and strategic minerals and metals. 

(c) Certification during taxable year of taxpayer: In determining under sub- 
section (a) the portion of the adjusted excess profits net income which is at- 
tributable to the mining of a mineral which is a strategic mineral by reason of 
a certification made during the taxable year, such portion shall be an amount 
which bears the same ratio to the portion of the adjusted excess profits net income, 
determined without regard to this subsection, attributable to such mining during 
the entire taxable year as the number of days for which the taxpayer held the 
mineral property during the taxable year and after the date of the making of the 
certification bears to the number of days for which the taxpayer held the property 
during such taxable year. 

(d) Application of section to lessor: In the case of a mining property operated 
under a lease, income attributable to such property derived by a lessor corporation 
shall, for the purposes of this section, be considered to be income of a corporation 
engaged in mining. 


The CHarrRMAN. Section 216 of the Revenue Act of 1950, entitled 
“Amortization of Emergency Facilities,’ reads as follows: 
SEC. 216. AMORTIZATION OF EMERGENCY FACILITIES. 

(a) AmMorTIZATION DeEpuction.—Chapter 1 is hereby amended by inserting 
after section 124 the following: 


“SEC. 124A. AMORTIZATION DEDUCTION. 

‘“‘(a) GENERAL RuLE.—Every person, at his election, shall be entitled to a 
deduction with respect to the amortization of the adjusted basis (for determining 
gain) of any emergency facility (as defined in subsection (d)), based on a period 
of 60 months. Such amortization deduction shall be an amount, with respect 
to each month of such period within the taxable year, equal to the adjusted 
basis of the facility at the end of such month divided by the number of months 
(including the month for which the deduction is computed) remaining in the 
period. Such adjusted basis at the end of the month shall be computed without 
regard to the amortization deduction for such month. The amortization detiuc- 
tion above provided with respect to any month shall, except to the extent pro- 
vided in subsection (f) of this section, be in lieu of the deduction with respect to 
such facility for such month provided by section 23 (1), relating to exhaustion, 
wear and tear, and obsolescence. The 60-month period shall begin as to any 
emergency facility, at the election of the taxpayer, with the month following the 
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month in which the facility was completed or acquired, or with the succeeding 
taxable year. 

“(b) E_ection or AmortizatTion.—The election of the taxpayer to take the 
amortization deduction and to begin the 60-month period with the month follow- 
ing the month in which the facility was completed or acquired, or with the tax- 
able year succeeding the taxable year in which such facility was completed or 
acquired, shall be made by filing with the Secretary, in such manner, in such 
form, and within such time, as the Secretary may by regulations prescribe, a state- 
ment of such election. 

“(c) TERMINATION OF AMORTIZATION DepuctTion.—A taxpayer which has 
elected under subsection (b) to take the amortization deduction provided in 
subsection (a) may, at any time after making such election, discontinue the 
amortization deductions with respect to the remainder of the amortization pe- 
riod, such discontinuance to begin as of the beginning of any month specified by 
the taxpayer in a notice in writing filed with the Secretary before the beginning 
of such month. The deduction provided under section 23 (1) shall be allowed, 
beginning with the first month as to which the amortization deduction is not 
applicable, and the taxpayer shall not be entitled to any further amortization 
deductions with respect to such emergency facility. 

““(d) DEFINITIONS.— 

“(1) EMERGENCY FACILITy.—As used in this section, the term ‘emergency 
facility’ means any facility, land, building, machinery, or equipment, or any 
part thereof, the construction, reconstruction, erection, installation, or acquisi- 
tion of which was completed after December 31, 1949, and with respect to which 
a certificate under subsection (e) has been made. In no event shall an amortiza- 
tion deduetion be allowed in respect of any emergency facility for any taxable 
year unless a certificate in respect thereof under this paragraph shall have been 
made prior to the filing of the taxpayer’s return for such taxable year, or, in the 
case of an emergency facility completed or acquired by a taxpayer after Decem- 
ber 31, 1949, and before the date of enactment of the Revenue Act of 1950, unless 
& certificate in respect thereof under this paragraph shall have been made prior 
to the expiration of twelve months after the date of enactment of the Revenue 
Act of 1950. 

**(2) EMERGENCY PERIOD.—As used in this section, the term ‘emergeney pe- 
riod’ means the period beginning January 1, 1950, and ending on the date on 
which the President proclaims that the utilization of a substantial portion of the 
emergency facilities with respect to which certifications under subsection (ce) 
have been made is no longer required in the interest of national defense. 

‘“(e) DETERMINATION OF AbDjuUsTED Basis or EMERGENCY Facitity.—In de- 
termining, for the purposes of subsection (a) or subsection (g), the adjusted 
basis of an emergeney facility 

(1) There shall be included only so much of the amount of the adjusted 
basis of such facility (computed without regard to this section) as is properly 
attributable to such construction, reconstruction, erection, installation, or ac- 
quisition after December 31, 1949, as the certifying authority, designated by the 
President by Executive order, has certified as necessary in the interest of na- 
tional defense during the emergency period, and only such portion of such amount 
as such authority has certified as attributable to defense purposes. Such cer- 
tification shall be under such regulations as may be prescribed from time to time 
by such certifying authority with the approval of the President. An application 
for a certificate must be filed at such time and in such manner as may be pre- 
scribed by such certifying authority under such regulations but in no event shall 
such certificate have any effect unless an application therefor is filed before the 
expiration of six months after the beginning of such construction, reconstruction, 
erection, or installation or the date of such acquisition, or before the expiration 
of six months after the date of enactment of the Revenue Act of 1950, whichever 
is later. 

“(2 





After the completion or acquisition of any emergency facility with respect 
to which a certificate under paragraph (1) has been made, any expenditure 
attributable to such facility and to the period after such completion or aequisi- 
tion) which does not represent construction, reconstruction, erection, installation, 
or acquisition included in such certificate, but with respect to which a separate 
certificate is made under paragraph (1), shall not be applied in adjustment of the 
basis of such facility but a separate basis shall be computed therefor pursuant to 
paragraph (1) as if it were a new and separate emergency facility. 

“(f) Depreciation Depuction.—If the adjusted basis of the emergency facil- 
ity (computed without regard to this section) is in excess of the adjusted basis 
computed under subsection (e), the deduction provided by section 23 (1) shall, 
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despite the provisions of subsection (a) of this section, be allowed with respect to 
such emergency facility as if its adjusted basis for the purpose of such deduction 
were an amount equal to the amount of such excess. 

“(g) PayMENT BY UNITED States oF UNAMORTIZED Cost or Factiity.—If an 
amount is properly includible in the gross income of the taxpayer on account of a 
payment with respect to an emergency facility and such payment is certified as 
provided in paragraph (1), then, at the election of the taxpayer in its return for 
the taxable year in which such amount is so includible— 

(1) The amortization deduction for the month in which such amount is so 
includible shall (in lieu of the amount of the deduction for such month computed 
under subsection (a)) be equal to the amount so includible but not in excess of the 
adjusted basis of the emergenev facilitv as of the end of such month (computed 
without regard to any amoriization deduction for such month). Payments re- 
ferred to in this paragraph shall be payments the amounts of which are certified, 
under such regulations as the Presideat may prescribe, by the certifying authority 
designated by the President as compensation to the taxpaver for the unamortized 
cost of the emergency facility made because— 

“(A) a contract with the United States involving the use of the facility 
has been terminated by its terms or by cancellation, or 

“(B) the taxpayer had reasonable ground (either from provisions of a con- 
tract with the United States involving the use of the facility, or from written 
or oral representations made under authority of the United States) for an- 
ticipating future contracts involving the use of the facility, which future con- 
tracts have not been made. 

(2) In case the taxpayer is not entitled to any amortization deduction 
with respect to the emergency facility, the deduction allowable under section 23 (1) 
on’account of the month in which such amount is so includible shall be increased 
by such amount, but such deduction on account of such month shall not be in 
excess of the adjusted basis of the emergency facility as of the end of such month 
(computed without regard to any amount allowable, on account of such month, 
under section 23 (1) or this paragraph). 

“(h) Lire TENANT AND REMAINDERMAN.—In the case of property held by one 
person for life with remainder to another person, the deduction shall be computed 
as if the life tenant were the absolute owner of the property and shall be allow- 
able to the life tenant. 

‘““(j) Cross REFERENCE. For special rule with respect to gain derived from the 
sale or exchange of property the adjusted basis of which is determined with regard 
to this section, see section 117 (g) (3).” 

(b) TecuntcaL AMENDMENTS.—Section 23 (t) is hereby amended by striking 
out “section 124’’ and inserting in lieu thereof ‘‘section 124 and section 124A.” 

(ec) GAIN ATTRIBUTABLE TO AMORTIZATION DeEpuctTion.—Section 117 (g) is 
hereby amended by striking out the period at the end of paragraph (2) and 
inserting in lieu thereof*‘; and’’, and by inserting after paragraph (2) the following 
new paragraph: 

“*(3) gain from the sale or exchange of property, to the extent that the 
adjusted basis of such property is less than its adjusted basis determined 
without regard to section 124A (relating to amortization deduction), shall 
be considered as gain from the sale or exchange of property which is neither 
a capital asset nor property described in subsection (j).”’ 

(d) Errective Dates.—The amendments made by this section shall be 
applicable with respect to taxable years ending after December 31, 1949. 


The CuHarrMan. I think these three acts are the ones under which 
you are now operating, are they not? 

Mr. Boyp. That is correct. 

Senator Miuurkry. There are a number of provisions of the Excess 
Profits Tax Act of 1950 in addition to those mentioned of direct 
importance to the mining industry. 

The CHarrMan. We will have those made a part of the record, 
also. 

(The provisions of the Excess Profits Tax Act referred to are carried 
in the appendixes.) 

The CHatRMAN. This committee is anxious to know, Dr. Boyd, 
what is being done under the Defense Production Act, and how we 
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are seeking to promote the production and development of these 
most essential minerals. 

For the information of the members of the committee, Dr. Boyd, 
would you be good enough to give the names of all of the representa- 
tives of the Government who are here seated around the table, so 
that we may have that in the record? You may begin with yourself. 

Mr. Boyp. My name is James Boyd. I am the Administrator of 
the Defense Minerals Administration. 

On my right is Mr. Glen Ireland, from the National Production 
Authority, and his title is Special Assistant to Mr. Harrison. 

Next is Mr. Harold M. Bannerman, geologist, the United States 
Geological Survey. 

Next is Mr. Thomas Miller, the Acting Director of the Bureau of 
Mines. 

And next is Mr. Samuel H. Williston, the Director of the Supply 
Division of the Defense Minerals Administration. 

The CuarrMan. I might say, Mr. Ireland and Mr. Bannerman, 
that all of the others, and possibly you, Mr. Bannerman, Mr. Williston, 
I know, and Dr. Boyd and Mr. Miller, were all witnesses at one time 
or another before this committee in its previous efforts to stimulate 
the production of domestic minerals. 

One of the great obstacles with which, apparently, the domestic 
mining industry has to contend has been the opinion on the part of 
representatives of very large mining companies, which have interests 
all around the world, that it is better to obtain minerals from foreign 
sources than from domestic sources, a position that might be under- 
stood pretty well in times of peace, but which cannot logically be 
defended in times of crises such as we are in now. 

Dr. Boyd, would you be good enough to start the discussion. | 
hope you gentlemen around the table will participate quite freely. 
This is not a formal hearing. It is quite informal. The members of 
the committee will from time to time ask questions. 

I might say in the beginning, sir, that this committee has been 
rather appalled by the complexity of the form NSRB-146 which is 
entitled, “Application for Government Loan Under Section 302 of 
Defense Production Act of 1950.” It would seem that it would take 
a Philadelphia lawyer and a New York certified public accountant to 
fill out that form. Since Senator Millikin, one of the leaders of the 
Finance Committee is here, I might remark that hearings on renegotia- 
tion, which are now in progress before the Ways and Means Commit- 
tee, according to the information I received from Dr. Boyd, indicate 
another great threat to the development of domestic minerals, If 
the Renegotiation Act covers such minerals, the program which was 
envisaged in the Defense Production Act cannot possibly be carried 
out. 

Senator MiLiikin. It negatives the exemptions that we have pro- 
vided for the mining industry in the tax legislation we have been 
passing. 

The CuarrMan. That is right. 

Dr. Boyd, if you please. 

Mr. Boyp. I think perhaps the best way to go about this is to 
explain to you how we are setting up to handle “the responsibilities 
placed upon us under the Defense Production Act. 
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In the first place, the President delegated his responsibilities on 
the question of the expansion of the mineral industries to the Secretary 
of Interior. 

He in turn delegated those responsibilities to a Defense Minerals 
Administration. 

The objectives of that Administration are: First, to maintain the 
production from existing sources of mineral supplies. That entails 
presenting to the National Production Authority the requirements of 
the industry in terms of materials and equipment that they need to 
maintain their production; to work on the problems of manpower, 
fuels, and other requirements that the industry itself will require. 

The second is the expansion of production from known practically 
inactive sources. We have undertaken in past years since the first 
war a number of projects by the Government and by private industry, 
and we have extensive files in our organization that indicate the 
existence of known deposits of minerals in this country which have 
heretofore not been developed commercially, but they do exist. 

We have undertaken to get in touch with the owners of these 
properties and ask them to present proposals by which those particular 
operations can be put into production under existing circumstances. 
We have not, of course, gone through that enormous “file yet, but the 
obvious ones we know about are pretty well known to us, and we have 
undertaken to get in touch with the people involved. 

Senator Mitiikin. What are the minerals involved? 

Mr. Boyp. Almost clear across the board, Senator Millikin, copper, 
lead, and zine, tungsten, molybdenum, chrome, and all of those 
strategic materials that we ourselves do have some deposits of. 

Senator Corvon. Is there any nickel? 

Mr. Boyp. Nickel, too, sir. 

Senator Corpon. May | inquire as to whether it includes mercury? 

Mr. Boyp. Yes; it does include mercury. 

Senator Smaruers. It includes what? 

Mr. Boyp. Mercury, quicksilver. The third responsibility we have 
under the act is the encouragement of exploration ahd development 
for new sources in the continental United States, particularly. 

Those are the three objectives which we are striving for. I think 
they are simple. The means of carrying them out are not. 

The act gives us certain financial tools by which we can assist and 
encourage the de velopment of these programs. 

The first is the provision in the tax bill for accelerated amortization 
for tax purposes. 

We have applications from industries that are required to expand, 
and we are required to examine those thoroughly to see that they are 
worthy under the act, and to recommend that they be granted or to be 
rejected. 

Senator Miiuikin. Are you getting any sizeable number of those? 

Mr. Boyp. We have not had very many of those yet, except from 
some of the larger operations. In iron ore we have had four or five. 
They are coming in on the aluminum program now. However, of 
course, before a man can apply for tax amortization he must have a 
very thorough presentation of his total requirements so that he can 
identify in that application what he is seeking amortization on. It 
takes a while for the companies to prepare the reports on that, unless 
they have been in it and ready to go. 
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Senator Mi.urkin. Regardless of the number of applications you 
have at the present time, do you see a generating interest in the 
subject which would indicate a later substantial build-up of requests? 

Mr. Boyp. We have not seen it at the moment, but going back 
over the experience the last time we have a feeling that it will generate 
quite rapidly in the succeeding months. There will be rather large 
numbers coming in for that relief. 

The next tool we have is the placing of procurement contracts. 
The act is pretty broad in the terms of those contracts. 

We discussed with this committee before, one of the great difficulties 
in the mining industry is the assurance of a market over a long enough 
period of time to warrant an individual or corporation putting in the 
capital investment to enter into the expensive development of a new 
mining operation. 

They have been inhibited in the. past because of the fluctuations 
in the price of these metals which aie been very considerable, as 
you know. Consequently, we have interpreted the law to indicate 
that we can negotiate contracts with people in the industry on a 
long-term basis as long as necessary to permit them to see their way 
out in recapturing their capital investment. If a floor price is estab- 
lished in the contract, not necessarily the market price, but a price 
which would be paid by the Government if the market fell below the 
negotiated floor, we feel individual units would again enter the field 
with private funds. 

So we are working on contracts in that line at the moment. 

The CuarrMan. When you say you are working on contracts, has 
any contract been negotiated as yet? 

Mr. Boyp. There have been two negotiated. 

The CHarRMAN. With what companies? 

Mr. Boyp. The first was negotiated, if I remember the exact name, 
with Manganese, Inc., operating on the Three Kids manganese property. 
Mr. H. S. West brought in the contract for the operation of the 
Three Kids property in Arizona. The Munitions Board had been 
working with the company for some time and we have, also, and 
as soon as this was done, that is, the Defense Production Act was 
passed, we negotiated the contract under the act rather than the 
stockpiling authority. 

The CuHarrMan. Is this a large operator or a small operator? 

Mr. Boyp. It is the medium-sized operator. It will produce about 
700,000 tons of manganese in a period of 7 or 8 years. 

The CHarRMAN. What was the other company? 

Mr. Boyp. The second is the Climax Molybdenum Co. This was 
another contract that was under consideration under the Stockpiling 
Act for the expansion of that deposit. We had discovered that that 
deposit in Colorado had been seriously depleted during the last war, 
and they had not gone ahead with the development work on their 
own because of the economics of the situation. We negotiated a 
contract with them to expand the development work so that they 
would have the productive capacity to meet a much greater demand 
for molybdenum. 

Senator Corpon. In such a contract, do you set a floor on the 
price that the Government will pay for the production? 

Mr. Boyp. In the case of the molybdenum contract we have nego- 
tiated with them at the current market price, with an escalator clause, 
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and provided that the Government may take any or all of their 
production. 

Senator Corpon. That escalator clause runs like a two-way street. 

Mr. Boyp. Yes; that is right. 

Senator Miturkin. What is the escalator clause? 

Mr. Boyp. It is rather complicated. I would have to get that 
information. 

Senator MiLurk1n. What is the idea of it, I mean? 

Mr. Boyp. To cover the increase in cost of labor, materials, and 
so forth. 

Senator Miturkry. Both up and down? 

Mr. Boyp. Both up and down. 

I have omitted five contracts, Mr. Chairman, that, because of their 
size, I perhaps have overlooked. The five contracts I mention 
are the five aluminum contracts which have been certified and now 
the letters of intent have been signed with the five aluminum corpora- 
tions, which are contracts under this act for the expansion of the 
aluminum industry. 

Senator Corpon. I understand with reference to the work of 
Defense Minerals Administration, in connection with which you have 
just been testifying, there is nothing in any of these acts that provides 
for the giving of special considerations to foreign manufacturers, or is 
there? 

Mr. Boyp. This question, Senator, has not been firmly settled vet. 
We understand, however, that the Defense Production Act does 
permit the granting of this kind of assistance to foreign corporations. 
In other words, if we need to expand materials in foreign areas we 
understand the act does provide for that. There has been no positive 
determination as to whether we should enter into such contracts. 

Senator Corpon. Have consultations with the Aluminum Co. of 
Canada been had? 

Mr. Boyp. No, sir. Not in this question at all. The only con- 
sultations that I know of with the Aluminum Co. of Canada zs the 
Canadian Government is a presentation by the Government or by the 
corporation stating what they can provide now under present fac ilities, 
what they can provide under expansions which they are now under- 
taking themselves, and some other projects which they would propose 
to enter if we required aluminum from them. They told us what they 
can do and there will be no negotiations whatsoever with either the 
company or the Canadian Government as to doing anything about it 
at the moment. 

Senator MiLuikin. What consultations have there been with foreign 
interests? 

Mr. Boyp. We have had presented to us several contracts for the 
expansion of important deposits, for instance, in South America, a 
number of proposals have been made to us. We have been negotiating 
and had discussion with them, but we have not certified the contracts. 

Senator Miuuikin. Is there any reason why you should not give 
us any indication of what minerals are involved, for example? 

Mr. Boyp. Such minerals as tungsten, zinc, copper, manganese, 
chrome. We have had discussions on mica, quartz, crystal, and beryl. 

Senator MILLIKIN. We dealt in those commodities in World War II? 

Mr. Boyp. Yes, sir. 

Senator MILuikin. With those countries? 
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Mr. Boyp. Yes. 

Senator MILLIKIN. What difference is there in your approach this 
time as distinguished from the approach that time? 

Mr. Boyp. There are a number of different approaches made this 
time. We had the corporations set up under the acts in the last war 
where the Government procured all of these materials from abroad, 
that is, a Government purchasing program. We may have to enter 
into that kind of an operation again when we get into ‘total allocation 
of these materials or where the price structure in the foreign market 
begins to go awry, and we will have to get into that kind of an opera- 
tion. The Government corporations entered into direct contract as 
with other governments or companies working in foreign countries for 
the delivery of the material. 

Senator MiLurkin. That was a straight purchase contract? 

Mr. Boyp. There were advances, however, made. 

Senator Mriuikin. Against purchase? 

Mr. Boyp. Yes. 

Senator Mitiikin. The advance proceeded on that theory, it was 
sort of an advance purchase? 

Mr. Boyp. Advance payment against the purchase contract. 

Senator Mriurkin. Advance payment against the purchase? 

Mr. Boyp. Yes, sir. 

Senator MiLurk1n. Do you have the authority to go into preclusive 
buying? 

Mr. Boyp. We believe that the act can be interpreted that way. 

Senator MiLurkin. Are you doing any of that? 

Mr. Boyp. At the moment we are not. On one occasion we had 
an opportunity to buy some tungsten quickly which we had indication 
would go to another country, but we went into that contract on the 
price not very far above the market at that time. Since then the 
market has risen above that and actually the Government made a 
little money out of that, or will later. We have not gone into a program 
of extensive preclusive buyi ing. i 

Senator MILLIk1In. You do feel it is with n your power to make a 
stimulation loan to some foreign producer to produce a particular 
product that you would like to get? 

Mr. Boyp. That is our legal interpretation of the act. 

Senator MiILuikin. But you have not done that yet? 

Mr. Boyp. We have not done that yet. 

Senator Miiuikin. But you have been considering it? 

Mr. Boyp. That is right, sir. 

The CuarrMan. Senator Cordon made some inquiry about this 
aluminum negotiation. If I understood you correctly the aluminum 
company made a certain offer to the Government of three alternative 
methods of producing aluminum in Canada, the third of which was, 
if I understood you correctly, that out of the purchase by the United 
States Government of aluminum to be produced in the future the 
company would expand its facilities. Is that right? 

Mr. Boy. It is not quite correct, Senator. This is the situation: 
They say, “Here is what we can do in Canada year by year under 
these particular projects. How much of this does the United States 
need? And if they need a certain proportion, tell us how much they 
need then we will go ahead with the expansion of the industry on 
that line.”’ 
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That is essentially what they have stated. They may go ahead 
on their own anyway to supply their other customers. 

The CuarrMan. That would essentially be a subsidy by the United 
States Government to develop that aluminum facility in Canada, 
would it not? 

Mr. Boyp. Not the way it has been presented today. It would be 
merely an indication on our part that we needed so much aluminum 
from them. They might request us to enter into a contract at the 
market prices for aluminum so that they would have some guarantee of 
a market for that expansion. They have not yet asked for that. 

The Cuarrman. Is it your understanding that in the budget 
message which has been translated to Congress this month there is a 
fund out of which the Bureau of Mines can finish that aluminum 
plant at Laramie, Wyo.? 

Mr. Boyp. I am sorry that I misinformed you last night. I had not 
seen the budget. I am now informed by Mr. Miller, who has been : 
contact with it, that in neither the supple mental budget nor next year’ 
budget as presented by the President is there direct reference to it. 

The CuarrMan. The Bureau of the Budget this morning advised me 
that the general fund is recommended in such terms as to enable you 
to use it for such purpose. 

Mr. Boyp. I am not aware of that. May I ask Mr. Miller about 
that? He has been a little closer to that than I have. 

Mr. Miuuier. The point there is, I believe, Mr. Chairman, at the 
expense of some other project within the same appropriation, those 
funds appropriated under the conservation part of our budget could 
be used for that purpose in 1952. As you know, we have just now 
gotten the details of that budget. 

So far as the 1951 funds which we have also requested are concerned, 
we have no knowledge of any action at all on the supplementary 
request for fiscal 1951 which was to be used for construction to get 
the plant ready for operation in July. In other words, we have 
about half a million dollars’ worth of construction work to be done 
there first before test work can actually start. 

We had asked for that in 1951, so that the best work could start in 
1952. 

The CuHarrman. In order that the record may be clear, since I 
represent the State of Wyoming, I want to state that this plant 
was constructed during World War II by the Defense Plant Cor- 
poration and was almost completed, as I was told, when the shooting 
stopped and Congress ordéred the liquidation of the Defense Plant 
Corporation. As a result of that, the plant was not completed. 

Since that time there has been litigation which fortunately prevented 
the cannibalization of the plant, so that it still exists there. It is 
a brand-new plant with modern machinery, equipped to use a process 
or processes to make alumina out of a huge deposit of anorthosite 
clay in that vicinity. 

My understanding from the operator of the company, the Mono- 
lith Cement Co., for which the Defense Plant built the plant, was that 
less than $200,000 would be required to complete the plant. With 
respect to that, of course, I have no personal knowledge. 

In any event, it was a plant that was almost comple ted during the 
first part of World War II for the production of a very essential 
material. The Bureau of Mines has made a recommendation to the 
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Bureau of the Budget on several occasions for estimated appropria- 
tions to authorize the completion of the project. Is that correct? 

Mr. Boyp. That is correct. 

The CHarrMan. I may add that my information from the Bureau 
of the Budget was that the special item which you have requested 
would probably not be in the regular budget, but in a supplemental 
which might come up later. 

I am curious to know whether there are any forces operating any- 
where in the Government, or outside of the Government, to prevent 
the completion of a domestic plant to develop alumina from an 
anorthosite rather than bauxite. 

Mr. Boyp. I know of none, Senator. 

The CuarrMan. That is while plans may be under way to subsidize 
foreign production. 

Mr. Boyp. I know of no such opposition. It has never come to my 
attention. . 

The CuarrMan. For the record, I should like to insert an Asso- 
ciated Press dispatch from New York of this week announcing that: 

After 14 years of litigation, the government's antitrust case against Aluminum 
Co. of America stockholders has reached a final judgment signed by Federal Judge 
John C. Knox. 

The judgment provided for the disposal of common stock by those who held 
shares in both Aleoa and in Aluminum, Ltd., of Canada. 


Aluminum, Ltd., of Canada, of course, was a subsidiary of Alcoa. 
We will put the whole article in the record. Incidentally, the 
legislature up there, in one of the Canadian provinces, passed a 
statute which made it very difficult for any authority in the United 
States, including the Congress of the United States, to serve a sub- 
pena upon any of the subsidiary companies of an American corpora- 
tion when that subsidiary was a Canadian company. 

(The article referred to is as follows: ) 


FINAL JUDGMENT SIGNED IN LONG ALCOA LITIGATION 


After 14 vears of litigation, the Government’s antitrust case against Aluminum 
Co. of America stockholders has reached a final judgment signed by Federal Judge 
John C. Knox. 

The final judgment provided for the disposal of common stock by those who held 
shares in both Alcoa and in Aluminum, Ltd., of Canada 

Both the Government and the defense in the civil suit approved the decree 

The final judgment put into effect Judge Knox’s decision of last June 2. The 
stock disposal was ordered so that no group or individual would hold controlling 
interests in both companies. The intent was to spur competition. 

In the June 2 decision, the judge had denied a Government petition that Alcoa 
be foreed to get rid of some of its plants and properties on the theory that it 
constituted a monopoly in the aluminum field in this country. 

The latest judgment was directed at the following who are not defendants in 
the case but have agreed to follow the court’s order: 

Tobacco heiress Doris Duke, with about 200,000 shares in the two firms, and the 
Duke endowment with more than 300,000 shares in both, will give up voting 
powers in the Canadian firm but retain their holdings in both. 

Edward K. Davis of Cape Cod, Mass., retired president of the Canadian 
company, will sell his Alcoa h oldings 2 nd turn over his Canadian company voting 
rights to three court-appointed trustees of Aluminum, Ltd. 

The trustees are former Secretary of the Navy John L. Sullivan, Donald Davis 
of the Harvard School of Business Administration, and the Chemical National 
Bank & Trust Co. 


The following will sell or transfer a total of 1,292,175 shares of stock in the 


Canadian company: 
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Ailsa Mellon Bruce, Arthur V. Davis, C. B. Fox, Fred M. Hunt, Roy A. Hunt, 
Paul Mellon, Richard K. Mellon, Sarah Mellon Scaife, Paul J. Urquhart, Richard 
King Mellon Foundation, Sarah Mellon Scaife Foundation, Old Dominion Founda- 
tion, and Avalon Foundation. 

Senator Corpon. I may add that the article I read indicated that 
this was a new kind of a final judgment. ‘To me it was a final judgment 
with the court retaining certain rights for another 10 years. 

Senator Miuirkin. I would like to know what is in the budget 
regarding oil shale? 

The CuHarrMan. I think that Dr. Boyd or Mr. Miller can answer 
that question, 

Mr. Boyp. May I ask Mr. Miller to answer it? 

Mr. Miter. | shall be glad to answer. 

Senator Miturkin. Thank you very much. 

Mr. Miuusmr. | do not have the details about the 1952 budget here 
with me. I could say, however, that I believe our program will be 
continued in 1952 on about the same basis as this year. 

The CuarrMan. Would you say, “Rifle, Colo.,’”’ please? 

Mr. Mituer. | should say, “Rifle, Colo., and Laramie, Wvo., 
and that will get both in, because we do some of this oil-shale work at 
both places. 

Senator Miturkin. Do you have any larger plans for Rifle than you 
have been working on, generally? 

Mr. Miuuer. | think not in the next fiscal year. The construction 
work on the refinery, enlarging the shale-oil refinery, will have been 
completed by that time next year and I believe will be mostly an 
operating period rather than a construction period. 

Mr. Boyp. The work at Rifle and at Laramie, | might say, Senator, 
has reached a point now that we feel that we are getting very close to 
an economic operation for the production of petroleum from shale. 

The Cuarrman. How about the coal plant in Louisiana, Mo.? 

Mr. Boyp. It is getting very close. From an economic standpoint 
it is not there yet in either place, taking all economic factors into 
consideration. There may be some more considerations that might 
give impetus to the increase of commereial plants. 

The CHarrman. Can you not say as a matter of fact that if a real 
emergency should develop the work of the Bureau of Mines under the 
Synthetic Fuels Act, which I had the privilege of introducing, has 
progressed to the point that even if all Near East and Far East oil 
were shut off we would have a dependable source of liquid fuel? 

Mr. Boyp. I think that is a fair statement, sir. 

The CHarrMan. Senator Watkins has some further questions, | 
believe, with regard to aluminum. 

Senator Warkins. What is the difference, if you know, between 
the product in Wyoming that you were going to manufacture alumi- 
num out of, and that at Marysvale, U tah? 

Mr. Boyp. The deposit at Marysvale, Utah, is what is known as 
alunite. It is a different kind of material from the anorthosite in 
W yoming. 

The Utah deposits were much smaller and more difficult to con- 
centrate or to turn into alumina. That is the aluminum oxide from 
which you make aluminum. And the work was completed on the 
Utah deposits. They did not show a satisfactory process for the 
production of substantial quantities of alumina from that de ‘posit. 


78661—51——-2 











14 DEFENSE MINERALS 


Senator Watkins. That is the reason for the sale of this plant at 
Salt Lake City? 

Mr. Boyp. The work was completed there. 

Senator Warkins. And it proved unsatisfactory? 

Mr. Boyn. That is right. 

Senator Warkins. How far has it gone in Wyoming? 

Mr. Boyp. The plant, as the chairman has indicated, was never 
finished, so that the work on the pilot plant, the work on anorthosites 
has never been done. The laboratory work has been done. We know 
how to go about it. We need to go into that pilot-plant operation to 
see how it can be done on a semicommercial scale. That materia] 
will produce alumina, lime, and soda ash, three products from that one 
rock. There will be byproducts of alumina. 

Senator Watkins. Has the pilot plant been in operation on these 
materials so that you know? 

Mr. Boyp. It never has been in operation. 

Senator Watkins. It has never been in operation? 

Mr. Boyp. No. 

Senator Burier. I was interested in the discussion here on the 
production of synthetic fuels. I have supported the program all of the 
time and I am interested in it. Along with the development of syn- 
thetic fuels, are you interested in helping to develop an oil field that will 
produce enough of the basic materials, so that you will not have to 
live on synthetics? I have the State of Nebraska in mind. 

Mr. Boyp. I might say this, that a large part of our Bureau of 
Mines program has always been and is continuing to go in the direction 
of improving the technology in the discovery and recovery of oil from 
the natural reservoirs of liquid fuels. 

Senator Butier. I am not a specialist on oil, but Senator Kerr, I 
think, qualifies pretty well in that line. He has told me a number of 
times that he thinks that Nebraska will be the largest oil producer in 
the Union sometime. 

So I hope you will keep your eyes on the production of oil there. 

Mr. Boyp. That is a question of research. I will have to defer that 
to the Geological Survey to answer that question for you. 

Senator MiLurK1n. I would like to say, Senator Butler, that private 
enterprise will do pretty well for Nebraska. I have a few shares in a 
very small company that is producing some oil in your State right now, 
in a new field, and it looks very promising. They tell me there is a 
great excitement going on there. 

Senator Burter. We have had several gas wells that were very 
large, tremendously big ones. 

Senator Miuuikin. | am talking about oil wells. 

Senator Butter. There are more coming in every day. 

The CHarrMan. The Wyoming oil and gas, like the Wyoming water, 
will be percolating down to Nebraska. 

Senator Butrier. I think the drainage is to the southeast. 

Senator Corpon. Returning again to aluminum, Mr. Chairman, | 
recall a rather sad experience, somewhat tawdry in World War II, 
with respect to the contract made between the United States Govern- 
ment with Aluminum, Ltd., of Canada, for the construction of the 
Ship Shaw project. At that time it was alleged that there was a 
divorcement between Alcoa and Aluminum of Canada. It was a 
complete divorcement except the same people owned both. Other 
than that they were entirely separate. 
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Mr. CuarrMan. That is why they are required to dispose of their 
stock under this court order. 

Senator Corpon. By reason of those contracts, complete construc- 
tion was made in Canada. There were set up in Canada competitive 
aluminum production. As a result of the contracts, from the stand- 
point of Aluminium, Ltd., and. with certain concessions from the 
Dominion of Canada, the cost of that production was considerably 
less than any known production costs in the United States. 

I read a short time ago in a column in the Post that appears on the 
last page of that paper a statement to the effect that an agreement had 
been made between this Government and the Canadian Government 
for the furnishing of steel or money for steel to construct an aluminum 
plant somewhere in the wilds of British Columbia. I made inquiry 
to determine the truth of the statement. So far as I have been advised 
it was not true, although consultations were had in that field. My 
understanding is that even now the Minister of Finance for the Domin- 
ion of Canada is holding further consultations with the American 
Government along the same lines. Such a consultation was to have 
been had last Tuesday. It was put over. I do not know whether it 
has been had yet or not. 

I am going to suggest now, Dr. Boyd, that so far as I am concerned 
[ feel that any agreement or any proposed agreement or conte mplated 
agreement for the use of American funds for the increased production 
of minerals in foreign countries be discussed with this committee 
before the consummation of any such agreement. 

The Cuarrman. Mr. Walsh, of the General Services Administration, 
is here. He was sent here this morning at my request by Mr. Larson. 
He can tell us about the procurement and the observations which you 
have just now made, Senator Cordon. I think they have been noted 
by Mr. Walsh. And in due course we will ask you to tell us what 
steps have been taken by your agency with respect to foreign pur- 
chases and domestic purchases. 

Senator Corpon. May I say with reference to the production of 
aluminum in Canada which we may need now, I will not find any 
objection to the purchase of that aluminum if we need it, and do not 
have it here, but if the thing is the creation of productive capacity 
for production in the future, if it can be created in the United States 
of America as quickly as it can be created in Canada, then it should be 
created in the United States, and we should get as near self-sufficiency 
as we can, because from the looks of things, including some of the off- 
the-record remarks of the chairman, we may need it sooner than we 
think. 

The Cuatrman. With respect to this Laramie, Wyo., plant I might 
say that was obtained only after a very, very arduous struggle during 
World War II when Senator Maybank, of South Carolina, and I, 
with the same mission in view, called upon Mr. Charles E. W ilson, then 
head of the War Production Board, who finally obtained the approval 
of that Board for the defense plant to receive the materials necessary 
to build a plant in South Carolina to test the clay down there, and a 
plant in Wyoming to test the clays there. 

The South Carolina plant, I am advised, has been sold to private 
industry and is now used to make cement. 

The Wyoming plant, no doubt, would have been disposed of, had 
it not been for the lawsuit initiated by the Monolith Cement Co., 
the contractor, which held the matter in abeyance. 
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Senator Corpon. To complete that, I may suggest that before the 
present speaker was a Member of the United States Senate, he was, 
also, in Washington at the same time on a like mission. And a pilot 
plant was constructed and operated in the State of Oregon. My 
understanding was that the operation was to the extent of proving 
the practicability of production of alumina from clay, but again the 
cost factors involved were deemed to be prohibitive, except in the 
case of dire emergency. After the plant had served that purpose it 
was sold, but sold under the very provident provisions for recapture 
by the United States, if that be necessary. 

It is now being devoted to I believe the processing of magnesium. 

Mr. Boyp. Ammonium sulfate, sir. And at one time they 
attempted to get manganese. 

Senator Corpon. That is right. I should have said that. I do 
not know how far it has gone into the manganese field. It has 
operated heretofore in ammonium sulfate. Local interests are 
endeavoring to use it in some fields where that particular type of 
machinery ‘and processing of metals is practical. 

Senator Mituikin. May I ask whether we are engaged in any 
financial aspects of the development of the iron ore deposits, either 
to the south of us or to the north of us? 

Mr. Boyp. American private industry is engaged in both fields, 
to the north of us and to the south of us. They have not approached 
the Government at the moment for aid, except in the supply of 
equipment and steel, and so forth, for that work. 

Senator Corpon. Do you know, Dr. Boyd, what the United States 
Steel is doing with reference to the great iron deposit it has located in 
Venezuela? 

Mr. Boyp. Yes, sir; they have a very large project down there for 
the opening of those iron ore deposits in Venezuela. They are not 
producing yet and will not for a year or so. The corporation is doing 
substantial work down there, preparing for production. 

Senator Corpon. | read an article, I believe it was in the Saturday 
Evening Post, with reference to a new discovery that was alleged to 
be as extensive as the Mesabi Range in Minnesota and of equal or 
creater iron content, pere entagewise. 

Mr. Boyp. ‘ do not believe that it has yet been proved to be as 
great in extent as the Mesabi Range itself. It is extremely high 
erade and a very large deposit, that is, a series of large deposits. 

Senator Mitikin. Is that true, also, of the Canadian deposits 
that they are talking about? 

Mr. Boyp. They are not as large as the Venezuela deposits, but 
they are important. 

Senator Mituikin. Are they a high-value metal? 

Mr. Boyp. They have a good grade of metal. 

Senator SMaTHERS. May I ask a question? What is the Govern- 
ment doing, if anything, as the Senator said from Colorado, eithe: 
north or south of us, insofar as phosphate is concerned? 

Mr. Boyp. At present I know of no operations of the Government 
in north or south of us in the phosphate field. 

Senator SMATHERS. Is the Government doing anything in this 
country for the development of phosphate, that is, the discovery of 
phosphate? 
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Mr. Boyp. We are doing extensive exploration or geological work 
with the Geological Survey and the Bureau of Mines in testing the 
utilization of various very large phosphate deposits in various parts of 
the country, largely in the Northwest and in Florida. 

Senator SMaTHERS. We have a lot of it in Florida. We just were 
wondering who is to be the soonest and the nearest competitor. 

Mr. Boyp. You are producing a very large proportion of our phos- 
phates in Florida now. The production in the Northwest is small by 
comparison. 

Senator SMaTHerRs. But there is no out-of-the-country development 
going on by the Government of phosphate? 

Mr. Boyp. No, sir; not that I know of. 

Mr. Mriter. You are familiar with the ECA work in French 
Morocco and places of that nature, but there is none in the Western 
Hemisphere, no North and South America developments that I know 
of. 

Mr. Boyp. That is for the supply of phosphates to the European 
markets. 

Senator Warkins. What about the phosphate deposits in Utah? 

Mr. Boyp. They are part of the Northwest deposits we have talked 
about. 

Mr. BaANNERMAN. They are included in our program of investiga- 
tion. 

Senator Watkins. Are you doing anything about developing them? 

Mr. Boyp. We have been doing the geological and engineering work 
on them. We have not at the moment done anything about putting 
them into large production. 

Senator Warkins. Is there going to be any shortage of phosphate? 

Mr. Boyp. Itisaeonstant problem. You have to watch it. There 
are not serious shortages at the moment, except in the producing 
facilities. Over the long range those deposits will have to be de- 
veloped. 

Senator Watkins. You mean for defense purposes? 

Mr. Boyp. I could not say at the moment, Senator. We have not 
really gone thoroughly into the phosphate program at the moment. 

Senator Miruuikin. When we come up against the necessity of 
radically increasing our crops, the question of phosphate will become 
very important. 

Mr. Boyp. That is right. 

Senator Warkins. That is what I understand. The attention of 
northeastern Utah, in that upper Colorado Basin, is on this. 

Mr. Boyp. May I refer that to Mr. Bannerman? He is much more 
familiar with this problem than I am. 

Senator Watkins. There is much agitation. It is a long-range 
need. I want to know what steps are being taken to make those 
phosphates available. 

Mr. BANNERMAN. The Geological Survey has had parties in there 
the last 2 years mapping and sampling. ‘There are no developments, 
no production from that part of the country at the present time. 

Senator Watkins. I realize that fully. What about the future? 

Mr. BANNERMAN. We are investigating the resources as rapidly as 
we can; mapping and sampling them. 

Senator Warkrns. In connection with that are you considering the 
possibilities of power development there, too? 
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Mr. BANNERMAN. Yes, although the Geological Survey, ordinarily, 
does not do much with that phase of the problem. Our job is to find 
out what the resources are and report as accurately and quickly as 
we can. That we are doing. We are determining the reserves in 
eastern Utah. 

Senator Warkins. Had that not been done many, many years ago? 
[ remember being out there as a small boy that they were mapping 
those deposits. That was when I lived there. 

Mr. BANNERMAN. Mineral resource studies are like anything else. 
As industry expands the need for more precise data grows. Those 
deposits were known, and were mapped by reconnaissance methods 
many years ago, but they were not mapped in sufficient detail to 
satisfy present demands. That is what we are trying to do now. 

Senator Watkins. Has there not been a remapping in the last 
10 years? 

Mr. BANNERMAN. Not of the phosphates. 

Senator Warkins. What is the extent of that deposit? 

Mr. BaNNERMAN. We have done considerable work on the oil 
potentialities of that belt, but not until the past year or two have 
restudied the phosphates. 

Senator Warxkrns. You have an idea of the extent of that? 

Mr. BANNERMAN. I would have to check on the extent, sir. I could 
not answer that. If you wish, I will get that data for you. 

Senator Warxins. I come back to Dr. Boyd. Are there any plans 
in the making for the development and the making available of those 
phosphate deposits? 

Mr. Boyp. Mr. Williston, in charge of the Supply Division, perhaps, 
can better answer that. 

Mr. Wiuutston. Phosphates, of course, for agriculture are primarily 
used in farming. 

The CuHarrmMan. May I interrupt, Mr. Williston, so that the 
record may be quite clear? Ww ill you not introduce yourself and 
state what your background is? 

Mr. WILuIsToN. My name is S. H. Williston from San Francisco. 
I am acting as Director of the Supply Division of the Federal Metals 
Division. I hope on a temporary basis, WOC, which means without 
compensation. 

The CuarrMan. In private life your position is what? 

Mr. Wixurston. I am vice president and general manager of 
small quicksilver mine operation in the West which is owned by a 
larger company in the East. 

The CHarrMan. What is that? 

Mr. Wituston. The Sun Oil Co. That is their only mining 
interest, which is in quicksilver in the West. 

In relation to your request on superphosphate, as I said, the main 
use for agricultural purposes is for superphosphate or triple super- 
phosphate. At the present time that requires sulfuric acid. Sulfuric 
acid requires sulfur. And at the present time we have a shortage of 
sulfur which may curtail, to a certain extent, the additional production 
of superphosphate indirectly. 

I thought it might be worth while for you to realize that the super- 
phosphate picture depends on the sulfur picture which depends on 
the availability of additional sulfur for that purpose. 
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We are trying to do what we can to expand the sulfur production, 
but until that is taken care of we could hardly increase the production 
of superphosphate. 

Senator Warkins. I am interested in the problem. You cannot 
develop the phosphate without the sulfuric acid, and you have to have 
sulfur to get that. What is being done about that? 

Mr. WIuiston. We are doing what we can on the sulfur. There is 
an expansion program for sulfur in Colorado, I believe, under consider- 
ation at the present time. We have reported it out. The sulfur 
deposits themselves are under snow, and we cannot check the reserves. 
We have made tentative arrangements to go through with the sulfur 
expansion in Colorado, pending getting a little snow off to determine 
how much sulfur is there, to determine the size of the plant. The 
reserve figures were not sufficient to come to a determination as to 
the plant size. As soon as we can get those two figures together, there 
is one sulfur expansion project which will shortly be under actual 
legal contracting stage. 

Senator Mriuurkix. What part of Colorado is that? 

Mr. Wituiston. I do not remember. I am very sorry. 

Senator MiLiikin. When you get back to the offic ‘e, would you mind 
giving me a ring on that? 

Mr. Wiutston. Either Colorado or Wyoming. 

Mr. Boyp. It is right close to the Wyoming border. 

Senator Miuikin. Give me a pretty good | spot on that when you 
get back. 

The CuarrMan. It probably spreads into Wyoming. 

Senator Warkins. Have you any sulfur in Utah? 

Mr. Boyp. The great sulfur reserves, Senator, are not the native 
sulfur that some day will play out on us. Most of the sulfur is pro- 
duced either as a byproduct of metallurgical or chemical work. There 
is native sulfur in the Gulf coast area. Those deposits are beginning 
to play out and, eventually, we will have to go to the production of 
sulfur from iron and other metal sulfides. 

The Cuarrman. Do you think that sulfur is in short supply in the 
United States? 

Mr. Boyp. It is at the moment, yes. Our productive facilities from 
the natural sulfur deposits are not large enough to meet the total 
demand of the United States, plus the foreign demands that have 
grown in on us. 

The CaHarrMAN. Within the past 2 years the Texas Sulphur Co. 

I do not know that that is the exact name—has built a very expensive 
reduction plant at Worland, Wyo. That has been done with private 
capital and without any Government subsidy at all. That is to remove 
sulfur from a huge gas deposit there. The gas wells in that area were 
emitting this sulfur-laden gas which was affecting crops, I am advised, 
but the Texas Co. moved in there. They have all of these gas wells 
under control now. The gas flows to the sulfur plant, the sulfur is 
eliminated, and then the gas is released for ordinary purposes which 
are served by natural gas. 

I have seen outside of that plant huge piles, almost like stacked 
hay, about 10 times as large, of pure sulfur. 

Mr. Boyp. That is a very important source. However, we use 
sulfur in such enormous quantities that it will only be a supplemental 
source to others. 
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The CyarrMan. There are sulfur deposits in and around Park 
County, Wyo., near Yellowstone Park. The Shoshone River comes 
down there. It was named a long time ago by the Indians by an 
inelegant name which, I may mention for the record, they called the 
“Stinking Water,” because of the sulfurous odor that was always 
obvious there. It seems to me that has not been developed. How- 
ever, that is aside from the point. 

Mr. BANNERMAN. The plant you refer to has a capacity of around 
300 tons a day, according to my understanding. 

Mr. Boyp. It is a very important source. 

The CuarrMan. I think it would be important for us to have on 
the record now a statement by the Supply Division, by Mr. Walsh, 
with respect to the steps which have been taken and which are now 
in contemplation to stimulate the production domestically of strategic 
and critical minerals, and to purchase them. What are you doing 
by way of loans, to ‘simplify this loan application; what do we see 
ahead? The Defense Production Act was passed on September 8, 
1950. That is 4 months ago, and we have seven contracts. 

Senator Ecron. In that connection, may I ask Dr. Boyd, Mr. 
Chairman, when these loans are made, are they amortized for the same 
length of time, or does that vary as to the minerals produced and the 
visible supply and the need and all of that? 

Mr. Boyp. It will vary as to each project. Each of these problems 
are separate, and we have to make aiuitiidnta for each of them. 
Despite the fact that we now have only granted seven contracts 
there are a great many more in negotiation which have reached the 
point of certification. It is quite a job for the companies themselves 
to get their data together. 

The CHarrMAN. Yes, one can understand that when one looks over 
this document. 

Mr. Boyp. I am talking of the negotiation of procurement contracts 
which that does not cover. 

Senator Minurkin. Mr. Boyd said at the outset that he had divided 
his subject into three main branches. The third branch was that he 
was going to do something to stimulate exploration. I would like 
to have him run through on that before we get out of here. 

Mr. Boyp. As you well know, the act specifically provides that we 
would make the operation of an exploration program as simple as 
possible for the small operator as well as to work out procedures which 
are simple for him to operate under and which will accomplish the 
desired results. This requires careful and detailed study to make it 
simple. It is easy to develop something complicated; it is harder to 
do it simply. 

We have a series of plans now for doing that. We have presented 
them to the Office of War Mobilization for their approval. 

I might say that when I discussed this question before this com- 
mittee a year or so ago, we discussed the question of taxation with 
regard to the stimulation of e xploration and development. The com- 
mittee reported, as I remember it, to the floor of the Senate that 
changes in tax method would be the best way to stimulate mineral 
exploration provided there was time to do it. Unfortunately there 
was not time available. I might say that the staff of the Office of 
War Mobilization at the moment still feels that a rather simple ad- 
justment of the tax laws, particularly as regards expensing of explora 





Park 


omes 


yy an 
d the 
ways 


How- 


“ound 


ve on 
Valsh, 
» now 
ategic 
doing 
ye see 
ber 8, 


, Mr. 
same 


id the 


blems 
them. 
tracts 
od the 
selves 


s over 
itracts 


ivided 
hat he 


id like 


hat we 
ple as 
which 
sh the 
1ake it 
‘der to 


sented 


s com- 
n with 
e com- 
e that 
nineral 
y there 
flice of 
ple ad- 
xplora 


wie 


DEFENSE MINERALS 2] 


tion and development, would be the simplest and the most effective 
way of stimulating exploration and development. They would rather 
see this done if it is possible. If it cannot, then we have a plan which 
similar to that which we discussed with you and reported out in 

2105, the exploration phase of which we worked out between us 
vid carefully. You came to the identical conclusion in this com- 
mittee; we still think it is the best way to operate. 

The Cuairman. That was the plan which the Senate passed in the 
first session of the Eighty-first Congress. 

Mr. Boyp. That phase of it applied to exploration and develop- 
ment. 

Senator Miuuikin. Let us assume we do not have the tax relief, 
just for the purpose of advancing the discussion. John Doe has a 
mining prospect. John Doe wants help to get going. What are you 
going to do about it? 

Mr. Boyp. There are several things we can do about it. We have 
set up a skilled organization, making full use of the facilities of the 
Geological Survey and the Bureau of Mines. We have our entire 
field staffs working on this problem in the various mining districts of 
the country, so that we can give direct assistance to the small fellow 
operating out there. 

Senator Minuikin. Are you doing it? 

Mr. Boyp. The organization is set up. Since we have not come to 
the final determination of policy and how they will operate they have 
not as yet received instructions how to do it. 

Senator Minuikin. You are going to do it? 

Mr. Boyp. We are not holding up operations on that account. 
We are going to do the job. The organization is established and as it 
begins to function, it should be possible to give prompt and effective 
service. 

Senator Mintiikin. Can you give some sort of a time estimate as 
to when you are actually going to get started? 

Mr. Boyp. That is very difficult to do in handling things for the 
Government but I sincerely hope th: at we will have it functioning before 
the next operating season in the spring. 

Senator Warkins. Are you talking about cash help or talking about 
advice? 

Mr. Boyp. These people must be able to furnish advice on how to 
obtain cash help as well as technological assistance. 

Senator Watkins. I would like to know what progress has been 
made in getting actual cash so that they can go to work and explore. 
I do not mean all of these organizations that can advise and make 
available the information as to deposits and all of that sort of thing 
1 am getting numerous inquiries about how to get the real help that is 
going to get the things going. That means promise of cash or finan- 
cial help, so that they can make the explorations. 

Mr. Boyp. That takes us back to the earlier statement that I made, 
Senator Watkins, concerning the exploration program still to be ap- 
proved for us, a program which can be effective. We have presented 
one, and it is now under discussion for final approval. 

Senator Watkins. Who makes the final approval? 

Mr. Boyp. The Office of Defense Mobilization will make it through 
Mr. Harrison’s new office. 
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Senator Warxrns. Does anybody have to approve that after they 
do it? 

Mr. Boyp. That is final, I think. 

Senator WaTxrns. That is fine. 

Senator Minirkin. Coming back to Senator Watkins’ point, the 
program does include cash help to what you might consider a likely 
prospect? 

Mr. Boyp. Yes. 

Senator Watkins. Senator Millikin touched on it there. I think 
I caught it clearly, but I want to be sure. For instance, Mr. Jones— 
that might not be his name—has a mine and has spent $250,000, and 
then he thinks that within a few hundred feet of the deposit that he is 
drilling it will be there, and all of that sort of thing. Now he needs 
help to go on. He wants to know how he gets going. He puts it up 
tome. How will he get going under this defense program that he has 
heard so much about and that he thinks will help him? 

Mr. Boyp. At the moment there is no way for him to do it. We do 
not have facilities for that kind of help at the moment. 

Senator Warxrtns. What are these applications for? Do they not 
cover it? 

Mr. Boyp. These applications are for loans to be used for exploration. 
If that policy is approved we would grant loans in terms within the 
limits of the program. 

Senator Warkrins. There is nothing to fix up an application if you 
do not know what your policy is going to be. 

Mr. Boyp. The application merely states the location, type of 
deposit, and the financial position of the company, whether or not the 
applicant will attempt to obtain private funds—which is part of the 
act. If we do not have enough information here to make the necessary 
check with the company, we take those applications for loans and 
return them to our field staff. This material is all in process, so that 
when the policy and program is approved, we will be on the move 
ahead rapidly. 

Senator Warxkins. After he takes this long tortuous process of 
filling out this application and getting all this information together 
and getting auditors and experts to prepare it for him, does he have 
any assurance, can we assure him that there will be a program that 
will help him with his development? 

Mr. Boyp. I think you can assure him that there will be a program; 
yes, sir. There must be. 

Senator Warkins. Without that assurance he does not want to go 
to that expense and trouble. I have heard these applications dis- 
cussed, and they write me about them. It is a big job. They do not 
want to undertake that unless they are pretty sure that they are 
going to have success at the end of the trail, after they go through them. 

Mr. Boyp. There must be a program, of course. It is prescribed in 
the act. 

Senator Warxkrins. You cannot, of course, predict. Can you give 
us an idea? 

Mr. Boyp. I sincerely feel that we will have this program function- 
ing by the spring working season, at a time when men can get into 
the field. 

Senator Warxtns. This coming spring, you mean? 

Mr. Boyp. We must do it by that time. 
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Senator Watkins. That is all right. I am on the end where these 
fellows are talking to me, and they want to know. 

Mr. Boyp. They talk to me, too. 

Senator Warkins. | want to know which spring it is you are talking 
about. 

Mr. Boyp. Yes, sir. 

The CuHarrkMAN. Our purpose is to simplify as much as possible 
the information which goes to the people thoughout the country who 
want to participate in this development and who may have the 
properties which are to be explored and which are to be developed. 
An obstacle can be erected against that in the handling of loans. Mr. 
Williston, will you discuss those loans, please? 

Mr. Wiuutston. Yes, sir. 

The CrarrmMan. And what you are doing about them? 

Mr. Witutston. I might point out the part that I take in this. 
It does not have to do with the final contracting or the completion of 
contracting. It is to develop the preliminary work from the original 
application, to check the engineering, the geology, to determine the 
feasibility of the project, and then turn it over to the contracting 
part of the Defense Minerals Administration. 

I might say one thing about this exploration subject which you 
brought up. 

As Senator Millikin realizes under our tax laws, strange as it may 
seem, it was impossible for us to give money away for assistance for 
exploration until the excess-profits tax bill was approved on January 
23. Until that bill was passed our hands were tied. 

I will give as an example there that if we had written a loan or 
granted a loan, made a gift of $100,000, on the 27th day of December, 
on the 15th day of March the recipient of that would have had to 
pay $47,500 back to the Treasury and still be obligated to spend 
$100,000 on the project. 

Senator Minirkin. We fixed that up for you. 

Mr. Wituisron. Until that was passed we could not start to make 
a policy, because we did not know how we could do that. So, actu- 
ally, while the Defense Act has been passed for 4 or 5 months, we have 
os less than 2 weeks to develop a policy of exploration and to get 
it approved all the way up to the top of the total defense set-up. So 
you can see that we have, apparently, been faced with the problem 
that we could not solve until Senator Millikin had made the arrange- 
ments in the tax bill. 

Senator Miuurkin. There were others that participated, but I was 
interested. 

Mr, Wiuurston. That is one thing of particular importance 

As Mr. Boyd has pointed out, we have been working for those 2 
weeks to develop a policy. We have several things in mind. And 
when those are approved which, as he has pointed out, he hopes will 
be in the very near future, we can offer something definite along those 
lines. 

Mr. Boyp. I would like to correct one statement. Although we 
have been working intensively for the last 2 weeks, we have been 
working ever since “the act was passed, to get a policy that would be 
workable under the tax bills. That was one reason for the delay. 

Mr. Wixutston. Prior to that time we ran into this development. 
We could not give money or loan money. And then let the loan be 
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canceled, because we ran into the same difficulty. So we were almost 
at a dead end until that bill was passed, so that we could do it. 

Going on to the other problem of the defense, the Supply Division. 
We have in general two broad problems there. 

One is the expansion of the production of metals which have been 
produced in this country in appreciable quantities, things like copper, 
lead, and zine. 

We have another problem connected with the production of those 
strategic and minor metals which could not be competitive in world 
affairs. 1 think you have heard my feelings about those for several 
years. 

The situation in those metals is just exactly what we could have 
expected under the history of those last 5 years. Most of them are 
completely defunct, only a few exist. There of necessity will have to 
be a price for a sufficient length of time to encourage private industry 
to go back in those industries. I hope we can do it. 

In some cases it will be most difficult, but we will do the best we can. 

The picture in the copper, lead, and zinc industries, especially, as 
was pointed out to us in the Defense Act, we were to do those things 
at as reasonable a price as possible. 

Our first effort, therefore, was to try and get those producing 
facilities which could be produced at the market price or which would 
involve the least Government guaranty out of the way first. 

When we had gone through that group and found that there was not 
enough metal that could be obtained there, we then of necessity must 
get that metal regardless of cost. That has been our policy in the 
Supply Division, to get the most urgent metals, the cheapest ones, out 
of the way first, and then go on to get the additional metal at the 
other end. 

We felt that the instructions there were that we should not spend 
more money than necessary, but that we must get the production, and 
we should get it from domestic sources, if that was possible, due to the 
uncertainty of long overseas shipments. Short overseas shipments do 
not carry the same degree of risk. Extremely long ones carry a 
progressively higher risk. 

So the feeling in the Supply Division is that we must have a nucleus 
of production. We should make that nucleus as large as possible. If 
we must go outside, we shall go as short a distance as possible. And I 
have been trying to carry it along on those lines. 

I must confess that I have not made nearly the progress that I should 
have made. On the other hand, I have been trying as hard as I could 
to get it done. And I have not been on the job very long. 

The CuarrMANn. What sort of liaison is there between your office, 
the General Services Administration, and the Munitions Board, for 
example? 

Mr. Boyp. Perhaps I can explain that. We have entered into an 
agreement with Mr. Larson, a signed agreement, on how we will 
operate this thing most expeditiously. 

As Mr. Williston pointed out, he evolves the programs and the 
projects that are put into that program that are negotiated. We 
have Mr. Mittendorf down here, who is in charge of this work and 
is thoroughly familiar with it. He has been with us about 2 or 3 
weeks. 
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Mr. Larson is assigning lawyers to Mr. Mittendorf’s staff, so 
that when we get through with the negotiation of the c 

The CHarrMAN. May I interrupt you at that point: There are 
two kinds of lawyers. There are the lawyers who pick out the obstacles 
and tell a businessman or a bureau chief why he cannot do a certain 
thing. And then there are the other lawyers who, having been told 
what is desired to be accomplished, are able to point out the way in 
which it can legally be accomplished. 

I hope you get the latter type of lawyer. 

Mr. Boyp. If I may say it for Mr. Larson, he has sent very capable 
men over. We are very, very happy with them. And I think they 
are of the latter type. 

Senator Watkins. May I suggest to the chairman that a lawyer 
usually will do what the client wants him to do, if he can do it? Maybe 
the problem goes back to the client and not to the lawyer. 

The CHarkMan: | have seen so many Bureau lawyers who are 
constantly finding reasons why a policy of Congress cannot be carried 
out as it was planned. 

Senator Watkins. Maybe they were following the instruction of 
their client. 

The CuHarrMan. Their clients were the Congress of the United 
States. 

Senator Watkins. So I am still sticking to what I said. 

Mr. Boyp. I might say that will streamline our operations when 
we get through with it. The contract can be certified and agreed 
between us, so that it will be signed immediately without two processes 
of processing. 

The CuarrMan. I asked that question because in the excess-profits 
tax I found that one of the items mentioned and defined as a strategic 
mineral is vermiculite, and I know that vermiculite is an insulating 
material which is better than asbestos. It has stood a 3-hour fire 
test in the Bureau of Standards, which no other insulating material 
has stood. It was held to be a strategic material during World 
War II. The Munitions Board Order 2155 does not contain any 
mention of vermiculite. 

Mr. Boyp. I might say that the deposits are sufficient to meet most 
of the requirements, that is, the critical requirements that we know of. 
It is produced in the United States, so it would not necessarily appear 
on the Munitions Board list, because that refers to materials which 
are in short supply in this country. 

The Caatrman. The failure of this material to appear on the Muni- 
tions Board list is no obstacle to your exploring or increasing or acquir- 
ing the supply, if it should be necessary? 

Mr. Boyp. That is quite right. 

The CuHarrMAN. For some reason or another, it was found to be es- 
sential when the excess profits tax was passed. 

Mr. Boyp. There will be a number of required domestic materials 
that would not appear on the strategic material list. It will have to 
be expanded. 

Steel and iron ore, for example, do not appear on the Munitions 
Board list. 

The CuHatrrMan. Is there anything else that you want to add, Mr. 
Williston, at this point? 
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Mr. Wiuuiston. If there are any other question, that I can answer, 
I will be glad to answer them. 

Senator Corpon. The chairman suggested that Mr. Williston would 
later in the hearing have something to say about the conversations 
that have been had with the Dominion of Canada with réspect to alu- 
minum production and particularly with respect to increasing the 
capacity of aluminum production. 

Mr. Wiuuisron. I might answer that. The aluminum contracts 
were largely concluded at much higher levels before I got here. Mr. 
Boyd knows a great deal more about the aluminum picture than I do. 

The Cuarrman. Have they been concluded? 

Mr. Boyp. The letters of intent have been signed by Mr. Larson, 
sir, on the five contracts. 

Senator Corpon. Those are domestic? 

Mr. Boyp. All domestic, every one of them. 

Senator Corpon. What is the situation with reference to the dis- 
cussions that have been going on, having to do with subsidizing in one 
form or another, or expediting the construction of additional alumi- 
num-producing plants in Canada? 

Mr. Witutston. None of that has been within my own province. 
As I said, it was carried on at a much higher level than mine. 

Senator Corpon. Has it been carried out? 

Mr. Witurston. Anything that has been done, has been done not 
to my knowledge. Mr. Boyd pointed that out. 

Mr. Boyp. I can assure you that there are no negotiations going on 
within the Government at the moment. 

Senator Miuuikin. Any place? 

Mr. Boyp. Any place that I know of—and I should know, because 
it would be our job to certify them, anyway. 

Senator Corpon. I hope it does not go to the point of conclusion, 
because I recall the hearings that were had with respect to Shipsaw, 
and we just should not put ourselves in that position again when we 
do not need to do it. 

Mr. Boyp. I think I might speak for the Secretary of the Interior 
on that point. He firmly agrees with your position as you expressed 
it earlier in the hearing today. 

Senator Corpon. He has advised me that that is his view. And 
Mr. Larson, likewise. However, we do have this possibility of higher 
level, so-called, decisions. 

The CuatrMANn. Perhaps Mr. Walsh, who is the Acting Commis- 
sioner of the Emergency Procurement Service of the General Services 
Administration may be able to give us some light on this subject. 

Before we abandon the aluminum business, perhaps I ought to 
read into the record a telegram which I received from Morgan W. 
Reed, mayor, city of Skagway, Alaska. This was received on the 
Sth of January, addressed to me as chairman of this committee: 

Understand consideration is being given Kitimat in northern British Columbia 
in preference to Taiva Valley in southeast Alaska for installation of power project 
and aluminum plant. We believe following advantages make Taiya project 
more favorable. There is already in existence most modern dock in Alaska, road 
built to project site, new airport capable of handling large planes, railroad commu- 
nication line between project and White Horse, an established city with modern 
utilities and immediate spaces for offices and warehousing. The tax returns if 
project built on United States soil should be given serious consideration. Original 


cost of Taiya project approximately half of that of Canadian project. There will 
be no transmission problems to consider, as industrial plants may be built on 
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roject site. We understand the Aluminum Co. of America desires the site at 

aiya. Both projects are located within relatively the same distance from poten- 
tial enemy bases. Therefore we cannot understand investing American dollars 
in Canada, making it necessary to purchase aluminum from Canada. We earnestly 
solicit your cooperation in this matter. 

I will see that you get a copy of that. 

Now, Mr. Walsh, do you care to discuss the general procurement 
problem? 

Mr. Walsh. I will be glad to. 

In moving forward with the Defense Minerals Administration to 
meet this problem, we have worked very, very closely with them. 
We have attempted quite successfully, in channeling all inquiries, 
as to how they should progress, to the Office of Defense Minerals 
Administration. 

We do have some personnel that are qualified along certain lines. 
One, in particular, in asbestos. He is actually working with the 
Geological Survey people, and particularly the Defense Minerals 
Administration, in working out the asbestos problem. 

In addition to that, we have established in the Office of Defense 
Minerals Administration a working group which includes the attorney, 
but having somewhat of the same fears that the Senator did, we sent 
with him a contracting officer, and we intend to have contracting 
officers there with the attorneys to enable these teams to move forward 
to conclude a transaction within one group, rather than have people 
going back and forth. 

The plan is to expand that to whatever number of persons are neces- 
sary to meet the situation. We will work forward on that basis. 

The CuarrmMan. The organization is merely taking form now? 

Mr. Watsu. It is taking form, but there are two persons actually 
there now working. 

The CuarrMan. Have any purchases been made? 

Mr. Wausx. Yes; some purchases have been made. 

The CuarrMAN. Are these purchases for stockpiling or for any 
other purpose? 

Mr. Watsu. Some of them have been for just increasing the supply 
under the Defense Production Act, not for the stockpiling. 

Senator Leaman. You read that telegram from Skagway. Assum- 
ing now that we need to increase our aluminum production, with 
whom would the final decision lie as between giving a grant to Canada 
or placing additional facilities at Skagway, or anywhere else in this 
country—who would have the final authority? 

The Cuarrman. I think it is the feeling of this committee that this 
committee, which has jurisdiction of mines and mining, should be 
apprised of any foreign contracts before they are actually carried 
out. Senator Cordon has already made a suggestion to that end. 
As he pointed out, during the last war there were numerous instances 
which indicate the great desirability of some supervision of that 
kind. Without it, the decision would be made by persons euphemis- 
tically described as persons at high levels, by the witnesses who 
appeared before us. In other words, by the heads of various defense 
organizations. And frequently there is danger that such decisions 
may be made in a manner that will not stimulate the production of 
existing domestic sources of the minerals that we need. 

Senator Lenman. I did not know of Senator Cordon’s suggestion. 
I think it is an admirable one. 
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Senator Miiurkrn. I would like to ask categorically whether we 
may assume that we will be consulted in those matters before they 
are accomplished? 

Mr. Boyp. For my part, sir, I would be very happy to discuss 
those matters with you. I think that would be very valuable to us, 
to have your support in such matters. But at the present time, the 
procedure for doing this would be for the recommendation of such a 
contract from the Secretary of the Interior and his defense agencies 
to the Defense Production Administration, which is not yet fully set 
up. And we would recommend, and they would finally certify. 

The CuarrMAN. Mr. Walsh, at my request, Mr. French communi- 
cated with the General Services Administration a few days ago with 
respect to this general matter, and under date of January 12 he 
received this response from you: 


Mr. STEWART FRENCH, 
Staff Counsel, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Mr. FrencuH: Reference is made to your letter of December 29, 1950, in 
which you requested information concerning the procedures to be followed by an 
applicant for aid for a mining project under the provisions of the Defense Pro- 
duction Act of 1950. 

In accordance with your request, I am enclosing the following material which, 
I believe, supplies the requested information: A press release issued by the De- 
partment of the Interior summarizing a speech of Dr. James Boyd, Administrator of 
the Defense Minerals Administration; a regulation issued by the National 
Security Resources Board on loans under section 302 of the Defense Production 
Act of 1950; and the application form for such loans, NSRB—-146. 

Mr. Boyd’s speech outlines the procedures and policies with respect to _— 
tions for Government aid for mining projects. In the last Sonnenage on page 4 
he lists the information that should accompany each application “his informa- 
tion is in addition to that set forth in Form NSRB-146. The Defense Minerals 
Administration has not as yet issued any form to cover this information, but it 
is my understanding that a form is being developed. You will note that, in'the 
next to the last paragraph on page 3, it is stated that most project proposals will 
require a field examination of the mineral deposit concerned before a recommenda- 
tion can be made. 

With reference to Form NSRB-146, your attention is directed to the fact that 
this is a general form covering all applications for loans under section 302 of the 
Defense Production Act of 1950, and was not designed specifically for mining 
projects. For that reason, some of the questions such as item 4 are not particularly 
pertinent to the mining industry. 

If you desire any additional information, please feel free to call upon me. 

Very truly yours, 
A. J. Wausn, Acting Commissioner. 

The CuHarrMan. And, by the way, the form to which reference is 
made, NSRB-146, has been criticized as being exceedingly complex 
and very difficult to understand. 

I shall put in the record the materials which were transmitted, 
excepting the quotation from the Federal Register, which I will 
define as ‘Title 32—A, National Defense Appendix Chapter 6, National 
Securities and Resources Board, Part 601, Loans Under Section 302 
of the Defense Production Act of 1950,” and the form, NSRB-146. 

(The material referred to is as follows:) 


Sherman—Int. 3337 
[Department of the Interior, Information Service, Defense Minerals Administration] 
CooPERATION PLEDGED TO MINERALS INDUSTRY 


The domestic mining industry was urged today to increase its efforts to provide 
the basic raw materials essential to the defense program of the Nation. 
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In an address before the annual members’ meeting of the American Mining 
Congress in New York City, James Boyd, Administrator of the Defense Minerals 
Administration called attention to the accelerated demands for strategic and 
critical metals and minerals. 

The purpose of the DMA is to assure an adequate supply of metallic and 
nonmetallic minerals for the national defense effort. The Defense Minerals 
Administration is one of five new agencies established by Secretary of the Interior 
Oscar L. Chapman to carry out specific provisions of the Defense Production 
Act of 1950. The other four agencies are the Petroleum Administration for 
Defense, the Defense Power Administration, the Defense Solid Fuels Adminis- 
tration, and the Defense Fisheries Administration. 

Dr. Boyd, on behalf of Secretary Chapman, pledged the cooperation of the 
Interior Department and the Defense Minerals Administration in keeping mines, 
smelters and mills at maximum efficient operation and in expanding production 
of those mineral commodities in short supply. 

“The mining industry,”’ said Dr. Boyd, “has a Herculean task before it in 
providing our domestic industry with the supplies needed for the production of 
military material and essential civilian goods. 

“You have done the job well in two world wars,’”’ he added, “and I have 
faith that you will succeed in this critical period of mobilization.” 

Describing the Defense Minerals Administration as the prime point of Govern- 
ment contact with the mineral industries and the manufacturers of mining 
machinery and equipment, Dr. Boyd outlined the methods that have been thus 
far worked out to provide Government assistance to those mineral producers 
unable to expand production without Government assistance. Under the Defense 
Production Act, he said, three principal methods are available: (1) Government 
guaranty of private loans; (2) direct Government loans; and (3) procurement 
contracts. A fourth method, accelerated amortization for tax purposes, he 
added, is available under the Internal Revenue Act of September 23, 1950, 
applications for which are being handled through the National Security Resources 
Board. 

The Defense Minerals Administration, stated Dr. Boyd, cannot make loans or 
conclude purchase contracts itself. The function of the Defense Minerals 
Administration in regard to loans, he explained, is to certify to the Reconstruction 
Finance Corporation as to their necessity for national defense. As for procure- 
ment contracts, these will be certified to the General Services Administration 
after DMA has carried out the preliminary negotiations. (Purchases of ores or 
processed metals and minerals under contracts of the General Services Admin- 
istration may be diverted to private industries or retained for the Government 
stockpile.) 

The Defense Minerals Administration will also be called upon to give an 
advisory opinion where accelerated amortization is requested. 

“Secretary Chapman, who has been given the responsibility by President 
Truman of eapanding production of minerals, fuels and electric power,’’ Dr. 
Boyd told the Mining Congress, ‘‘has asked me to stress to you the extreme 
importance of our metals and minerals. The scarcity of the products of our mines 
is perhaps the most limiting factor in our economy today.”’ 

“Our problems,’”’ added Dr. Boyd, ‘‘are threefold: First, we must get the 
maximum production possible—every available pound—from existing facilities 
immediately. Second, we must create new sources—to develop known but 
unworked deposits—to meet the continuing expanded demands of a mobilized 
economy. And third, we must make concentrated efforts to find additional 
deposits of ore.”’ 

Dr. Boyd pointed out that the Defense Minerals Administration has tentatively 
set up three major divisions to carry out its responsibilities to the Nation under 
the Defense Production Act—a Requirements Division, a Supply Division, and a 
Production Expansion Division. 

Since the imposition of considerable military requirements on top of an already 
expanding civilian production must be based on the available supply of basic 
raw materials, the major functions of the Requirements Division are twofold: 
The first is to assure the necessary production materials for the maintenance, 
repair, and operation of the meta! mines and nonferrous smelters, and the non- 
metallic mines so that the current rate of flow of metals and minerals from the 
mines is unhampered, Administrator Boyd said. This also means that an ade- 
quate supply of repair parts and new equipment must be assured to continue the 
mechanization of these mining properties. The second major function is to 
determine the requirements for the expansion programs of strategic minerals 
which are developed by the Production Expansion Division. 
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The Supply Division, Dr. Boyd continued, is to be the programing and plan- 
ning group of the Defense Minerals Administration. It will analyze and maintain 
forecasts of total supplies of all critical metals and minerals, and will maintain 
liaison with the NPA of the Department of Commerce with regard to the supply- 
requirements situation, and advise on adjusting requirements to supply. It also 
will develop goals for the expansion of productive capacity as well as programs 
for achieving them. In addition, this Division will recommend regulations on 
conservation and limitation in order to divert as necessary the flow of crude and 
intermediate mineral products. 

The Production Expansion Division will process applications for Government 
assistance and will evaluate individual proposals for increasing production of 
critically needed mineral raw materials. The Division will conduct preliminary 
negotiations leading to procurement contracts and loans, will recommend to the 
Deputy Administrator the certification of contracts and loans, will recommend 
to the Deputy Administrator the certification of contracts and loans, and will 
maintain liaison with the General Services Administration, Reconstruction Fi- 
nance Corporation, National Security Resources Board, and other Federal agen- 
cies concerned in the matters of contracts and loans. 

It is obviously the intent of the act, Dr. Boyd told the American Mining Con- 
gress, that expansion of production shall be facilitated as much as possible through 
ordinary business channels. Government guaranty of loans or direct Govern- 
ment loans can be resorted to if regular business loans are not obtainable. How- 
ever, the Government will negotiate purchasing contracts or make loans only if 
these methods appear to be necessary to place into industrial channels additional 
quantities of critical metals and minerals. 

In selecting projects designed to expand mineral production, the Defense 
Minerals Administration, according to Administrator Boyd, will give primary 
consideration at present to those designed to produce one or more of the following 
commodities (listed alphabetically): Antimony, asbestos (spinning grade), 
beryllium, chromite, cobalt, columbium-tantalum, copper, corundum, fluorspar, 
graphite (crucible flake), manganese, mica (strategic), molybdenum, nickel, 
platinum group metals, sulfur, tale (steatite), tungsten, and zine. This list, he 
added, will be expanded, curtailed, or modified in accordance with the changing 
national defense requirements. Projects to be approved by the Defense Minerals 
Administration must, in its judgment, show definite promise of yielding material 
of acceptable grade, physical character, and specifications in amounts that will 
significantly improve the mineral supply position for national defense. Also, 
said Dr. Boyd, commitments for assistance in developing and mining mineral 
deposits will be made only when the necessary processing plants, water supply, 
and access roads exist, or when simultaneous commitments are made to assure 
that they will be provided if necessary. The technical and managerial compe- 
tence of the operator will also be considered. 

In amplifying his remarks on procurement contracts, Dr. Boyd stated that 
over-market prices will be certified only when the Defense Minerals Administra- 
tion determines, as required by the Defense Production Act, that the production 
goal for a specific material cannot be reached “* * * at lower prices or on 
terms more favorable to the Government.”’ 

The applicant for certification of a purchase contract, he added, will be required 
to demonstrate to the satisfaction of the Defense Minerals Administration that ore 
reserves of suitable grade and character are available and adequate to fulfill the 
requested contract, and the applicant will be required to satisfy the Defense 
Minerals Administration that he can meet a firm delivery schedule. 

In regard to loans, Administrator Boyd said that applicants for certification 
of loans will be required to demonstrate to the satisfaction of the Defense Minerals 
Administration, as required by the Defense Production Act, that financial assist- 
ance has been sought through other channels and “* * * is not otherwise 
available on reasonable terms.” 

The particular type of assistance that will be recommended or granted, the 
mining men were told, will be that which best suits the stage of development of the 
proposed project and the needs of the operator. Most project. proposals will 
require a field examination of the mineral deposit concerned before reeommenda- 
tions are made. 

The defense Minerals Administration, said Dr. Boyd will rely heavily on the 
Geological Survey and the Bureau of Mines in carrying out its duties. In Wash- 
ington, the activities of the three agencies will be coordinated by an operating 
committee composed of the Deputy Administrator of the Defense Minerals 
Administration, Acting Director of the Bureau of Mines, and Director of the 
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Geological Survey. Appropriate commodity working groups on which the three 
agencies will be represented, are being set up. The Defense Minerals 
tration member of each group will be its executive officer. 

Administrator Boyd stated that applications for Government assistance from 
the mineral industries should be sent directly to him at the Defense Minerals 
Administration offices in Washington. 

The Defense Minerals Administration will maintain no field staff of its own but 
will rely on Bureau of Mines-Geological Survey teams set up in each of the eight 
Bureau of Mines regions who will help applicants and will act for the Defense 
Minerals Administration in reviewing the applications in the light of existing data 
and determining what additonal investigations are necessary to permit a decision, 
The teams will arrange for field or laboratory studies as needed, see that they are 
carried out, appraise the results and report to Washington. Other responsibilities 
of the field team will be to help eall to the operating committee’s attention projects 
that the team feels worthy of consideration. 

Field headquarters will be set up with the following personnel: Region 1, Juneau 
Alaska, S. H. Lorain, Bureau of Mines, and W. H. Twenhofel (acting), Geologica 
Survey; region II, Spokane, Wash., M. E. Volin, Bureau of Mines, and A. E, 
Weissenborn, Geological Survey; region III, San Francisco, Calif., H. C. Miller, 
Bureau of Mines, and Ward Smith, Geological Survey; region IV, Denver, Colo. 
J. H. East, Jr., Bureau of Mines, and A. H. Koschman, Geological Survey; region 
V, Minneapolis, Minn., A. B. Needham, Bureau of Mines, and C. FE. Dutton, 
Geological Survey; region VI, Joplin, Mo., L. T. MeElvonny, Bureau of Mines, 
and Gallagher, Geological Survey; region VII, Knoxville, Tenn., V. J. Lynch, 
Bureau of Mines, and Robert Laurence, Geological Survey; region VIII, College 
Park, Md., W. G. Agnew, Bureau of Mines, and Walter White (acting), Geological 
Survey; and region IX (the Foreign Minerals region), Washington, D. C., E. W. 
Pehrson, Bureau of Mines, and W. D. Johnston, Geoiogical Survey. The 
Geologicai Survey member is executive officer of the field teams headquartered 
at Spokane, Joplin, Knoxville, and Washington. The Bureau of Mines member 
is executive officer of the others. 

Dr. Boyd pointed out that regardless of the type of assistance sought, certain 
basic information concerning the proposed project must accompany each applica- 
tion sent to Washington. In addition to the name and address of applicant, the 
name of and exact location of the property; metal or mineral, and information as to 
ownership, leases, and detailed directions for reaching the property from the noare 
est town, each application should present the following data: (1) General descrip. 
tion of mineral showing; (2) known dimensions of the deposit; (3) history of deposit 
(development work, ore shipments, etc.); (4) description of mine workings; (5) 
sampling and assays (including maps or sketches), if available; (6) engineer’s or 
geologist’s report, if available; (7) description of surface and underground installae 
tions and equipment (hoist, compressors, drilling machines, crushers, mill, milling 
equipment, offices, housing, ete.); (8) description of proposed project, including 
type of assistance desired; and (9) requirements for proposed projects in terms of 
money, Manpower, construction, equipment, supplies, roads, wat 
time to carry out project. 
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The CuatrmMan. Do vou desire to add any further statement, Dr. 
Boyd? 

Mr. Boyp. | think also it might be valuable to the Committee to 
have inserted in the record a copy of the working arrangements 
between the Defense Minerals Administration and the Bureau of 
Mines and the Geological Survey on how this thing is operated. It 
will be helpful to people working in the field. It indicates where 
these offices are and who is in charge of those offices, so that people 
know where to go to get advice and help, and the organization and 
the duties of each of those operations. 

(The information referred to is carried in the appendixes. ) 

The CuarrMan. Of course, it must be recognized that it is not an 
easy thing to whip together a large organization to do a job of this 
kind. The members of the committee are aware of the difficulties 
pointed out by Mr. Williston, that until the Millikin amendment to 
the Tax Act was passed, there was a very, very serious obstacle to 
development. Would you care to make any prediction at all as te 
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~ when these efforts to produce domestic minerals for defense will ripen 
into real action? 

Mr. Boyp. I can almost safely say, within the next 2 weeks there 
will be some contracts coming out of this system. Many of them are 
well toward the final stages of negotiation. The program in which 
we can help make it simpler for the smaller ones, we sincerely hope, 
will be out for the summer-spring season. 

The CuarrMan. Will there be a modification of that form, NSRB- 
146? 

Mr. Born. We have developed a modification of that form, our- 
selves, in our own office, which we will present for approval as a 
simplified form for mining. 

May I state at the beginning that it will never be as simple as we 
would like to have it, because the act specifically states that we must 
exhaust the possibility of its being done by private funds and private 
enterprise, first, so that there are some questions that we must ask in 
compliance with the law. It will always appear a little longer than 
we would like to have it. It will be more applicable to mining. We 
show that most of the questions, although it may appear long, anybody 
who is operating a mine of any consequence, or even a small prospect, 
could quickly fill out the information from his own records. 

The CHarrMaNn. What about the field examinations by employees 
of the Government? 

Mr. Boyp. We are already conducting field examinations on appli- 
tions that have been made to us in preparation for the final decisions. 

The CuarrmMaANn. Where are those field examinations taking place, 
by States, if you know? 

Mr. Boyp. I would have to give you that for the record. I could 
not remember all of that. 

The CHarrMAN. Could you say in how many States it is being done? 

Mr. Boyp. I think Mr. Williston can answer that. 

Mr. Witutston. We must have close to 80 of them in the field 
now. 

The CHarrMAN. You have 80 individual inspectors? 

Mr. Wiuutston. No, but there are at least 80 applications which 
have been referred to the field. A good many of those have gone 
into the Denver office. 

The Cuarrman. They have operated out of the Denver office? 

Mr. Wituiston. Many of the cases have gone to the Denver office. 
There may be one or two of the eastern teams that do not, that have 
not had any referred to them; but I know all of the western ones have. 
All of them have, at least, several. I am taking a figure of 80 on a 
proportionate basis in calculating the way they go through. I cannot 
follow all of the ones that go to the field, but the proportion is about 
8 out of 10; only about 2 of the 10 being processed completely here 
without some additional information. One of the reasons is that we 
have had a very large number of requests which asked for 100 percent 
Government contribution and provide only very sketchy information. 
Some of them are for very sizeable amounts, so that we must make 
sure that there is a sound basis. The only way we can do it is by a 
field examination. 

The CuarrMAN. You must protect the Government. There is no 
question about that. On the other hand, however, I notice that in 
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this form the last sentence of the certification to be signed by the 
applicant reads as follows: 

The applicant agrees to reimburse any agency of the United States Government 
upon demand for any expenses incurred in connection with or arising out of this 
application or any loan made pursuant thereto. 

Obviously, that is a very vague agreement to be signed by an 
applicant. He does not know who is going to fix the amount of the 
expenses. Why is that put in? 

Mr. Boyp. I could not tell you why it is put in. We are appeal- 
ing, I might say, that provision. 

The CHarrMAN. You are appealing that? 

Mr. Boyp. Yes. 

Senator Miuurkin. As I understand it, this whole form was under 
review, and it will be improved. 

Mr. Boyp. That is correct. The form that we would propose for 
that, would not have such a statement in it. 

Mr. Wiuutston. I think it might be pointed out there that an at- 
tempt was made to cover all Government assistance to every industry 
on one loan form. The Defense Minerals Administration was con- 
sulted in regard to that form, but all of our recommendations were not 
accepted. It is an NSRB form. It is not a Defense Minerals form. 

The CuatrMan. Does it not control you? 

Mr. Witurston. It controls us; yes. 

The CHarrMan. In what other respects are you controlled by 
NSRB? 

Mr. Wiuutston. Mr. Boyd could tell you about that. 

Mr. Boyp. Much of this is changed now under the new arrangement 
within the Government. The things done through NSRB will now 
be done through the Defense Production Authority or Administration, 
and we will be asked to recommend procurement contracts, tax amor- 
tization certificates, loans. I think that will be all. We would recom- 
mend those to the Administration and they will certify them. That 
is the purpose of controlling the total funds and the general policies 
under which we make these contracts. 1 do not think that will be 
any more difficult than we have now. 

The Cuarrman. In the National Security Resources Board there 
is an industry advisory group, just as there is in several others. To 
what extent is that industry advisory group in NSRB superior to 
yours, if you have one? 

Mr. Boyp. So far as I know, there is no industry advisory group 
covering the minerals industry in the NSRB, except the one we have 
advising the Secretary of the Interior. 

The CuarrMan. In the NSRB, are there not individuals who are 
assigned to supervise separate commodities? 

Mr. Boyp. Not that I know of, sir. 

The CHarrMan. There is not? 

Mr. Boyp. I think there are a few commodity specialists there who 
are working on certain problems, but so far as I know, they are not 
working on individual commodities. 

The Cuairman. I had personal contact with a commodity specialist 
or two on wool last year. I just assumed that as a matter of fact there 
were commodity specialists on all of these items. 

Mr. Boyp. I am not sure on all. As I said, there are a few that 
have been working on specific problems. 
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The Cuarrman. Do you wish us to understand that your agency 
under the Defense Production Act has a large degree of autonomy? 

Mr. Boyp. Yes; I think that is fair to say. 

The CHAIRMAN. Sitting beside you is Mr. Ireland, from the National 
Production Authority. ‘To what extent must you submit your policies 
to General Harrison for review and to what extent must you submit 
thera to Mr. Symington and Mr. Wilson? 

Mr. Boyp. It is my understanding that we will from now on, when 
this is finally put into effect, submit our request of policy decision or 
recommendations for policy decision to Mr. Harrison’s organization, 
who is in Mr. Wilson’s organization. None of these things from now 
on will go into the NSRB. 

The CuatrMan. They will not go to the NSRB? 

Mr. Boyp. Only to Mr. Harrison. 

The Cuatrman. Mr. Ireland nods affirmatively. 

Mr. IreLanp. That is correct, sir. 

The CHAIRMAN. So this committee can understand, therefore, that 
the chain of command, so to speak, is from your organization, Dr. 
Boyd, to General Harrison’s organization, to Mr. W ilson’s organiza- 
tion? 

Mr. Boyp. Correct, sir, except that my delegation of authority 
comes from the Secretary of the Interior. 

The CuatrMan. We will say, then, from the Secretary of the In- 
terior to the National Production Authority? 

Mr. Boyp. Not the National Production—to the Defense Produc- 
tion Authority. We will report to the Defense Production Authority, 
as the National Production Authority also will report to them. 

The Cuairman. It is from the Department of the Interior, which 
you represent, to Mr. Harrison’s organization, to Mr. Wilson’s 
organization? 

Mr. Boyp. That is correct. 

And the purchasing is done independently of this policy upon 
requests that go to the General Services Administration, to the 
Emergency Procurement Administration. 

Mr. Wausu. The requests with certification. 

The CuarrMan. So that your task is only the task of purchasing the 
materials, the demand for which has been initiated through this other 
chain? 

Mr. Watsu. Yes. 

Mr. Boyp. Purchasing, transportation, and supply; is that not 
more correct? 

Mr. Wausu. And warehousing, too, if necessary. 

The CuarrmMan. Mr. Ireland, I know you came here as an observer, 
but do you care to make any comment at this point? 

Mr. IreLaNnp. I do not think I can add very much to what Dr. 
Boyd has said. This work is largely in his area. We are in touch 
with Dr. Boyd on problems touching each other. We, being in con- 
tact with industry, sometimes have a picture of the rapidly changing 
demand, and if we get anything where some minerals start to be get- 
ting in short supply, we make sure that his group knows about it. 

The CuatrmMan. May I ask what your personal background is? 

Mr. IreLanp. Yes, sir, 1am a vice president and general manager 
of the Pacific Telephone & Telegraph Co. in the northern California 
and Nevada area. I am here WOC, with Mr. Harrison. 
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We trade information on supply and demand, to make sure that we 
are together on that. 

Dr. “Boyd’s s group would come to us, I think, in a few cases, if they 
want materials expedited, to get some mining operation, something 
like that, going ahead faster. That is about our relationship. 

Senator Miuuixin. Might I raise a question: Just yesterday, a 
representative of the Denver Rock Drill Co. was in to see me. 
Obviously, we will not get any mincrals unless we have the drills to 
break down the ores. He tells me that this steel shortage has become 
so critical that they are right up against the guns as to the maintenance 
of their organizations. What does he do, exactly, to get the materials 
that he needs? 

Mr. IRELAND. We are equipped to give informal assistance in the 
way of expediting. We have a Steel Division which has the order 
boards at the major steel companies available, and they deal informally 
with the steel companies’ schedulers, and if they see some important 
piece of material that they think should be given precedence, they do. 

Senator Muiurxix. Would that partic ular problem be of real 
interest to you? 

Mr. IRELAND. Yes. 

Senator MiLtuikin. Have they talked to you or seen you? 

Mr. IRELAND. They have not talked to me. They may have 
talked to our Steel Division. 

Mr. Boyp. May I say, that in our arrangements with NPA they 
come to us and we certify to the National Production Authority, this is 
required for the maintaining of the mineral industry. 

Senator Miturkin. They have a clear channel through which 
they can move? 

Mr. Boyp. They come to us, and we go to the Steel Division and 
tell them. 

Senator MiLuikin. Have they talked to you? 

Mr. Boyp. They have talked to us, and they are on the way now. 
I might say, for Mr. Ireland, that that thing is a tremendous operation 
and we are all in the way of getting enough staff and enough space 
to put the staff. It is snowballing at a tremendous rate. Sometimes it 
appears to move a little slower than we would like to have it move. 
I am sure that before too long our arrangements will be such as to 
expedite it. 

The CHarrMAN. I think it may be of interest to know that informa- 
tion came to me, as long ago as December, of the development of a very 
serious black market in the sale of casing for the drilling of oil and 
gas wells. It was represented to me, and I instituted a check, and 
found that the representations were correct, namely: that small 
drilling companies, particularly, were being required to make premium 
payments for casing at prices which were far in excess of the currently 
quoted market prices. I found instances in which small operators 
were compelled to depend solely upon old casing which were drawn 
from abandoned wells, sometimes in Wyoming, sometimes in Cali- 
fornia, and the prices paid for this old casing were far in excess of the 
quoted prices for new casing. There was no actual shortage. This 
was a real black market, that is to say, the owners of the casing saw 
an opportunity to charge, and they were charging. 

The Petroleum Administration for Defense has advised me—I took 
the matter up with them, and I understood it was taken up with the 
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National Production Authority—that an order is now in process 
of preparation to the producers of such steel pipe to set aside a certain 
portion of production for sale for exploratory wells and for offset 
wells, and that the purchasers of such pipe must sign an agreement 
that if they do not use it, they must sell it for the same price they 
paid for it. 

Are you at all familiar with that, Mr. Ireland? 

Mr. IRELAND. I am aware of that. The Petroleum Administration 
has been in touch with me and we are working on such an arrangement 
now. 

The Cuarrman. I think it is a very beneficial thing, and I hope you 
get it out speedily. 

Dr. Boyd, would you care to summarize this for us? 

Mr. Boyp. I might summarize it briefly by stating that we are 
fully in accord with my understanding of what this committee desires 
to accomplish. We are to see, as rapidly as possible, that we have 
enough mineral supplies to meet this emergency period and for the 
going industrial economy. We are organizing ourselves to do this as 
simply and as expeditiously as possible, to do it within the framework 
of the act, and to see that the contracts we have entered into with the 
producers of mineral raw materials will have a beneficial result on 
the mining industry itself. 

We feel very firmly that the backbone of our industrial operation of 
this war material is to keep it going. We are firmly aware of that 
responsibility. We wish to get the program going as rapidly as we can, 
and we are exerting every effort to do that. 

I do not know of any point that we have really heard discussed 
today that we are in disagreement with at all. We are in full accord 
with you and your proposals to us, your requests of us. 

The CHartrMAN. You mentioned at the outset something as to 
S. 2105, the bill which this committee worked out in conjunction with 
you and your staff in the first session of the Eighty-first Congress, 
and I understood you to say that it was a bill to stimulate exploration 
in the United States. I understand you to say, that while you have 
authority under the Defense Program Act to purchase minerals from 
foreign sources, that you recognize the objectives which were set 
forth in S. 2105 for the dev elopment of domestic resources, and you 
intend to carry those objectives out, so far as possible? 

Mr. Boyp. That is correct, sir. 

The Cuatrman. Let me ask one more question: We have this 
chain of command of which you spoke a moment ago. Do you think 
that the necessity of presenting matters of policy to the National 
Production Administration and to Mr. Wilson’s administration will 
impede the progress of the acquisition of these important minerals 
and materials? 

Mr. Boyp. No, sir. I do not think it will impede. If our policies 
are not in accord with the other things being done by the Administra- 
tion in this field, we will be out of step, and | think that will impede. 

The CuatrMANn. You have the administrative authority; they are 
the policy review authority? 

Mr. Boyp. That is correct; and programing. There is a limit to how 
far we can go and the funds that you can provide. 
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The CHarrMan. It is necessary for the Production Authority to 
determine which particular line should be expedited and which should 
be held back? 

Mr. Boyp. It is a question, of course, of critical supply. Is there 
enough steel to do all we would like to do in this field—and plus— 
like we would like to do? Obviously, there is not. They will have to 
program that, so that we will know the limits of what we can do in this 
job. 
The Cuarrman. Mr. Ireland, would it be proper to say, on the 
basis of your experience and your work here, that the National 
Production Authority does not require a review of administrative 
details in Dr. Boyd’s agency? 

Mr. IrevANbD. That is correct, sir. 

The CHAIRMAN. You are concerned only with the policy and 
programing matters? 

Mr. IreLanp. And dealing with industry on distribution. 

The Cuarrman. That is right. And in those matters you, in turn, 
are subject to Mr. Wilson? 

Mr. IRELAND. Mr. Harrison. 

The CuarrMan. When I said ‘‘you,”’ I meant your organization. 

Mr. IRELAND. Yes, sir. 

The CHarrMAN. Are there any other questions? 

Gentlemen, the committee is very much obliged to you. I think 
that this hearing has been most helpful. We appreciate your coopera- 
tion. The committee will consider what has been said here at its 
next meeting, and it may take appropriate action. 

Mr. Boyp. I thank you. 

We have enjoyed the hearing, Mr. Chairman. 

The CuarrMan. Thank you. We stand adjourned. 

(Whereupon, at 12:35 p. m., the committee adjourned.) 
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MONDAY, FEBRUARY 12, 1951 


UNITED States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAL%sS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:20 a. m., in room 224, 
Senate Office Building, Washington, D. C., Senator O’Mahoney 
(chairman) presiding. 

Present: Senators Joseph C. O’Mahoney (chairman), James E, 
Murray, Clinton P. Anderson, Herbert H. Lehman, George A. 
Smathers, Guy Cordon, and Arthur V. Watkins. 

Also present: Oscar L. Chapman, Secretary of the Interior; Dr, 
James Boyd, Administrator, Defense Minerals Administration; 
Thomas H. Miller, Acting Director, United States Bureau of Mines; 
R. D. Searles, consultant to the Secretary, Department of the Interior; 
Alfred C. Wolf, acting executive assistant to the Secretary; James 
Douglas, Deputy Administrator, Defense Minerals Administration; 
Edwin T. Gibson, Deputy Administrator, Defense Production 
Administration; Louis H. Gerteis, National Production Authority, 
Public Information; Jess Larson, Administrator, General Services 
Administration; A. J. Walsh, Emergency Procurement Service, 
General Services Administration; H. M. Bannerman, assistant chief 
geologist, United States Geological Survey; O.S. Anderson, secretariat, 
Office of Defense Mobilization; William Dougherty, information, 
Department of the Interior; and Hale Power, legislative counsel, 
Department of the interior. 

The CHarrMan. Gentlemen, will you be seated around the table, 
please. We want the representatives of the agencies to be as close 
as possible so that we can see them when we shoot. 

The meeting will come to order, please. This session is the second 
this committee has held to confer with the members of the executive 
branch with respect to the progress of the Defense Minerals Ad- 
ministration. The first meeting was held about the middle of January 
and we at that time had a very satisfactory session with the members 
of the organization, Mr. Secretary, but you unfortunately were not 
able to be present upon that day. I understand that the following 
persons have assembled here this morning in addition to the Secretary: 
Mr. Larson, Administrator for the General Services Administration, 

Perhaps for the convenience of the reporter [ will ask each of you to 
identify yourselves as we go around the table, and then he will see 
where each person ts seated. 

Secretary CHAPMAN. I am Oscar Chapman. 

Mr. Boyp. | am James Boyd, Administrator, Defense Minerals 
Administration. 
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Mr. Gisson. Edwin T. Gibson, Deputy Administrator, DPA. 

Mr. Doveuas. James Douglas, Deputy Administrator, DMA, 

Mr. Larson. Jess Larson, Administrator, GSA. 

Mr. Wats. A. J. Walsh, EPS, GSA. 

Senator Warkins. It would be a good idea to tell us what all these 
alphabetical names stand for. 

Mr. Boyp. DMA is Defense Minerals Administration. 

Mr. Grsson. DPA is Defense Production Administration. 

Mr. Larson. GSA is General Services Administration. 

The CuarrmMan. Mr. Walsh. 

Mr. Wats. EPS, Emergency Procurement Service. 

The CHarrMAN. Have all of our visitors announced their identifica- 
tion? I see Mr. Miller over there. 

Mr. Mititer. Thomas H. Miller, Acting Director, United States 
Bureau of Mines. 

Mr. BaAnNERMAN. H. M. Bannerman, assistant chief geologist, 
United States Geological Survey. 

Mr. Anprerson. Oliver S. Anderson, Office of Defense Mobilization. 

Mr. Power. Hale Power, legislative counsel, Department of the 
Interior. 

Mr. Gertets. Louis H. Gerteis, National Production Authority, 
Public Information. 

Mr. Srarves. Richard D. Searles, consultant to the Secretary, 
Department of the Interior. 

Mr. Wo tr. Alfred C. Wolf, acting executive assistant to the 
Secretary of the Interior. 

Mr. Doveuerty. William Dougherty, information, Department of 
the Interior. 

The CuarrMan. That completes the list of visitors we have this 
morning. Very well, gentlemen. 

Mr. Secretary, you are prepared to launch this matter. I may 
say for the members of the committee that I sought to obtain the 
presence here today of Mr. Fred Searls, who is assistant to Mr. Wilson, 
and is his adviser with respect to minerals. Unfortunately he was 
not in Washington over the week end, so last night I was advised by 
Mr. Bergson, attorney for Mr. Wilson, that he would not be back to 
Washington until perhaps tomorrow, so we probably will have a 
session with Mr. Searls a little later. 

All right, Mr. Secretary. 

Secretary CHAPMAN. Mr. Chairman, in accordance with your 
letter and in telephone conversations to me, I have tried to prepare 
a statement that I thought would cover the general principles in- 
volved in your letter. 

The CHarrMANn. Let the letter be made a part of the record at this 
point. 

(The letter above referred to follows:) 

UniTED States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


February 8, 1951. 
Hon. Oscar L. CHAPMAN, 


Secretary of the Interior, United States Department of the Interior 
Washington 25, D.C. 
Dear Oscar: In preparation for the session on the development of defense 
minerals of which I spoke to you yesterday, and which has been set for Monday, 
February 12, in the Interior and Insular Affairs Committee room, 224 Senate 
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Office Building, I desire to call your attention to the provisions of the Stockpiling 
Law, Public Law 520, Seventy-ninth Congress, which in section 7 authorizes and 
directs the Secretary of the Interior, through the Director of the Bureau of Mines 
and the Director of Geological Survey, “‘to make scientific, technologic, and 
economic investigations concerning the extent and mode of oceurrence, the 
development, mining, preparation, treatment, and utilization of ores and other 
mineral substances found in the United States or its Territories or insular posses- 
sions, which are essential to the common defense or the industrial needs of the 
United States, * * *. 

Your attention is also directed to sections 302 and 303 of the Defense Produc- 
tion Act of 1950 which authorizes the development of domestic resources. 

I am of the opinion that it is of the utmost importance that a definite and 
specific program of this kind be launched. The record thus far submitted to the 
committee relegates this phase of the activities of the Defense Minerals Adminis- 
tration to third place. I think it would be well for you to come prepared to discuss 
this phase of the matter. 

It is also desired to have an outline of the steps which have been taken to 
facilitate the filing and processing of applications and to provide information for 
prospective applicants as to the manner in which they can most expeditiously 
present their cases. It is particularly desirable that full information shall be 
developed with respectto the applicants who represent small mines. 

For your information I am enclosing a copy of the summary which I prepared 
for the committee on our last hearing. 

Sincerely yours, 
Joseru C. O’Manoney, Chairman. 

Secretary CHAPMAN. I may say that, in reading this statement 
which will take 23 or 24 minutes, | am perfectly willing and free to be 
interrupted at any point for discussion of anything that I may raiseg 
It is perfectly all right with me. 

In the meantime I have prepared some charts that I am a little dis- 
appointed in because as I see them up here they look so small in this 
large Senate room, and are an indication of our poverty. I suppose 
that we did not have money enough to have them colored and make 
larger charts. 1 thought, however, that the ‘y would give you an idea 
of our organization. 

We have three or four charts and, before I start reading my state- 
ment, I would like Mr. Al Wolf to take those charts and point out to 
you carefully how the office alinement goes from the President on 
down through the whole defense set-up. Probably Mr. Larson has 
done this before with his charts. I am not sure. 

Mr. Larson. No. 

Secretary CHapMAN. If that has not been done, I think it should 
be done now before we start our discussion. You can get a better 
bird’s-eve view, coming from the President on down to the Office of 
Defense Mobilization. That is Mr. Wilson. 

Mr. Wotr. The authorities under the Defense Production Act 
flow from the President to Mr. Wilson. From Mr. Wilson, delega- 
tions for production are made to Mr. Harrison’s Defense Production 
Administration, and in the case of responsibilities which are assumed 
by the Secretary of Interior, directly from Mr. Harrison to the 
Secretary. 

Now this differs from the original arrangements under Executive 
Order 10161, the order of last September. Under that order the 
authorities of the President were distributed directly to the delegate 
agencies, at that time Interior, Commerce, and several others. 

Secretary CHapmMan. The functions, however, did not change, or 
there were very slight changes in the functions. Only a change in 
the procedures of delegation of the authority. 
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Mr. Wo tr. Yes. In other words, now the authorities go directly 
to Mr. Wilson, to Mr. Harrison, and then are spread out to the various 
agenc ies, 

The CuarrMan. That, of course, means that a decision of the 
Secretary of the Interior, who is a member of the Cabinet, can be 
overruled by either of these two gentlemen who on this.chart stand 
between him and the President. 

Secretary CuapmMan. Mr. Chairman, let us put it this way. The 
functions that have been assigned to my Department are operating 
functions. We are carrying on the straight operating program for 
Mr. Wilson and Mr. Harrison, and in most cases we only make recom- 
mendations in the final analysis. 

There are a few things on which we make the final decision, but 
mostly our position is making a recommendation based upon our 
operations: We make recommendations to Mr. Harrison directly, 
who then will call the turn in regard to final policy decisions. 

The five agencies which carry out the jobs assigned to me are noted 
on the chart: The Petroleum Administration for Defense, the Defense 
Solid Fuels Administration, the Defense Electric Power Administra- 
tion, the Defense Minerals Administration, and the last one is the 
Defense Fisheries Administration, which has not come into being 
fully because the problems in that industry have not yet become too 
intensive. The commercial fisheries program will be developed at a 
later date as it becomes necessary. It has only a skeleton organiza- 
tion at the present. 

The Cuarrman. The original source of authority was the act of 
Congress. 

Secretary CHAPMAN. That is right. 

The CHarrMan. The Defense Production Act of 1950. 

Secretary CHAPMAN. Yes. 

The CHAIRMAN. We gave to the President certain powers. 

Secretary CHapMAN. That is right. 

The CuarrmMan. And according to this chart, those powers, so far 
as this particular operation is concerned, were delegated to Mr. Wilson 
in the Office of Defense Mobilization. 

Secretary CHAPMAN. That is correct. 

The CHarrmMan. Then under him comes Mr. Harrison of the Office 
of Production Administration, or rather the Defense Production 
Administration, and then the Secretary of the Interior is the operating 
agency to carry out the policies set forth in the Defense Production 
Act as interpreted by the Office of Defense Mobilization and Defense 
Production Administration. 

Secretary CHAPMAN. That is correct. 

The CuarrMan. As I pointed out in my letter, Mr. Secretary, the 
interest of this committee in this matter arises from the fact that it 
has jurisdiction over all mines and mining in the United States 

Secretary CHapMAN. That is right. 

The Cuarrman. And wherever there is any authority about mines 
and mining. There is on the statute books a stockpiling law which 
laid down a policy for the stimulation of domestic mineral resources, 
strategic and critical minerals. The long-standing policy of Congress 
has been to promote the development, so far as possible, of domestic 
sources for the express purpose of making the United States inde- 
pendent of foreiga sources of supply in a crisis, and then, of course, in 
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addition to that are the provisions of the Defense Production Act 
itself as pointed out in my letter, in which two sections, 302 and 303, 
were intended to provide the program of continuing that sort of 
development together with the acquisition of minerals, strategic and 
critical, wherever it may be necessary. The Stockpiling Act itself was 
designed for that purpose. 

Secretary CHapMAN. That is right. 

The CHarrMan. What we are particularly interested in this morning 
is how the program laid down by Congress with respect to the 
development. of our own sources is taking form. 

Secretary Cuapman. I think I will probably cover, Mr. Chairman, 
those points in my prepared statement, and if I do not, we can raise 
the questions as we go along. 

Needless to say, I am happy to have this opportunity to discuss with 
vou the problems we are working on in the Defense agenceis in the 
Department of the Interior in mobilizing our natural resources to meet 
the needs of the national emergency. It is appropriate for Senator 
O’Mahoney to ask those of us charged with administering the defense- 
production responsibilities of the Federal Government to appear before 
his committee today in order to give an account of our stewardship. 

Although T am a veteran of many appearances before congressional 
committees on matters relating to the peacetime functions of the 
Department of the Interior, this is my first appearance as a participant 
in the preparedness program. 

Five months have elapsed since the delegation by the President of 
responsibilities assigned to him by the Defense Production Act of 1950. 
These 5 months have been marked by notable progress in some direc- 
tions. In other areas, progress has not been as rapid as we might 
desire. It is not my intention at this time to discuss the over-all 
mobilization effort, but I should like to point out that if we stand off on 
one side and measure the results of our activities with those of an 
equivalent period in 1939-40, the result would be highly gratifying. 
T am not satisfied to measure our progress by this standard, however, 
We are in the midst of a new and crucial effort, and our one overriding 
motive must be to accomplish as much as is humanly possible in the 
shortest possible time. This calls for setting up an efficient organiza- 
tion, the selection and recruitment of high-caliber personnel, and the 
careful spelling out of programs. 

We must set the specific goals toward which we will work and de- 
velop the specific measures which will enable us to attain them quickly. 
Above all, we must both develop and carry out these programs within 
the framework of sound public policies. Our defense-production 
problems must be resolved in an environment of efficiency and stability. 
To assume otherwise would create inequities which I, for one, feel are 
not justified. As an example, an unwise tax-amortization policy 
would rightly inspire workingmen to point to special incentives to 
industry at a time when we are seeking wage stabilization. It could 
deprive the Treasury of tax revenues from one source which, under the 
President’s pay-as-you-go policy for financing preparedness, would 
have to be made up by heavier taxes on other parts of our economy. 

You are all familiar with the general pattern of organization of the 
executive agencies for carrying on the defense-mobilization job. | 
tried to point out in this chart “the first over-all program of organiza- 
tion. The President very wisely determined that the quickest way of 
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getting the machinery in motion was to delegate his responsibilities 
under the Defense Production Act to existing agencies, thereby 
drawing upon readily available personnel and know-how. This 
policy resulted in the assignment to me of specific responsibilities under 
the Defense Production Act for minerals, petroleum and gas, solid 
fuels, electric power, and commercial fisheries. Assignments similarly 
related to the permanent functions of other agencies were assigned 
to these agencies. Subsequently, as fast-moving developments re- 
quired, certain improvements in these arrangements were effected, 
high-lighted by the creation of the Office of Defense Mobilization and 
the Defense Production Administration. These agencies provide 
central direction of the over-all economic mobilization program and 
the production phases of our defense activities. 

Insofar as I am concerned, the principal effect of these changes has 
been to place clearly, and without question, the responsibility for 
setting the production targets, calling the signals, and determining 
basic production policies in the hands of the Defense Production 
Administrator. Within the boundaries of his policy directions, I 
am charged with applying the priorities and allocations tools in facili- 
tating the distribution of minerals, petroleum, gas, solid fuels, electric 
power, and certain fishery products. I am charged with recommend- 
ing to the Defense Production Administrator actions with respect to 
aid for the exploration and development of important minerals, 
applications for tax-amortization certificates, loans, purchase con- 
tracts. It is his responsibility, in turn, to make the final certification 
to the financial and contracting agencies on these matters. In addi- 
tion, it is part of my job to make claims on other agencies for the 
materials and services necessary to assure the output of the com- 
modities and services under my jurisdiction. 

In order to carry out my job, I have set up five defense adminis- 
trations, all of them reporting directly to me. They are the Defense 
Electric Power Administration, the Defense Solid Fuels Administra- 
tion, the Defense Minerals Administration, the Defense Fisheries 
Administration, and the Petroleum Administration for Defense. 
These agencies did not exist 5 months ago. Today they are going 
operations, employing a total of 350 full-time persons. 

Now that 350 figure needs an explanation because to say to you 
gentlemen that you have five operating agencies dealing in a field as 
important and as broad as these are, you could criticize us for having 
inadequate staff with which to operate at all. You should under- 
stand that, in assigning these functions to an established agency, it 
was possible to organize these functions in such fashion as to utilize 
services of statutory bureaus. To give you a perfect example of this, 
Mr. Boyd is the Director of the Bureau of Mines. He has also been 
named the Administrator for the Defense Minerals Administration, 
and in doing that job he immediately calls upon the employees of 
the Bureau of Mines to give him reports and detailed information 
on all of the projects that come before him, one after another. 

Eventually we will have to make a better breakdown of the 
workload as between what is strictly defense operations and what is 
Interior statutory functions as they previously have been. That 
will have to be done for budgetary purposes later on 

Now we have an assignment of money, as an example, from defense 
funds for the Bureau of Mines and the Geological Survey to carry out 
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these functions for these defense agencies, so this number of 350 is 
totally misleading if vou do not understand the background as to what 
that means. 

Senator Watkins. May I ask a question? 

Secretary CHAPMAN. Yes. 

Senator Warkins. ‘They are in addition to the regular workers vou 
have in the Department? 

Secretary CHAPMAN. Oh, ves. They are in addition to the em- 
plovees within that bureau or in the bureaus functioning. 

Senator Watkins. None of them perform duplicate functions, one 
in the Department and the other in these administrations? 

Secretary CHAPMAN. Some may be working on both services. You 
may have some men that will be doing some ‘work stric ‘tly on Interior 
matters, but some will be doing work part time on the defense program. 


Jim Boyd, for example. 


Senator Watkins. Those particular persons are on which payroll? 

Secretary CuHapmMAN. They are all on Interior's payroll at the 
moment. 

Senator Warkins. Do you have special money assigned? 

Secretary CHAPMAN. Yes; we have defense money assigned to these 
bureaus to carry on this work. There is money assigned to each 
bureau to carry on certain functions. 

As an example, Jim Boyd has defense money that has been allocated 
to the Bureau of Mines. That is particularly the one I have in mind 
where there is some divided. It is difficult to break down in exact 
detail what each man is doing in relation to his normal duties and for 
the defense program. It is all contributing strictly and directly to 
the defense program in any event, as a part “of the minerals program. 

Senator Warkins. As a practical matter, where do you get these 
other employees? From other departments? 

Secretary CuapMan. No. As a matter of fact, we are having a 
difficult time getting them for this reason, gentlemen. You can see the 
problem. 

You can probably get—I do not know that this is true—the ordinary 
tvpe of emplovee that vou need to do certain normal functions, but 
most of these jobs that we need to have filled at the moment are posi- 
tions that require specialized traming and technical skills. 

| am going to be perfectly frank, without any intention of embarrass- 
ing anvbody, but it took us quite a while to surround Jim Douglas and 
finally get him to come down here and help Jim Boyd on this minerais 
program. 

Senator Watkins. Then as a matter of fact vou get them from 
industry itself? 

Secretary CuapmMan. Mostly from industry, but not all. You get 
some wherever you can find trained people. 

Senator Warkins. I was wondering if you are raiding any of the 
other departments of Government. 

Secretary CHapMAN. No, sir; we have not had to resort to that yet. 

Mr. Boyp. Mr. Secretary, I might add one point. In the Recon- 
struction Finance Corporation, concerning their work in the minerals 
field, they anticipated we would take it over and we have taken it 
over. 

Secretary CHAPMAN. That is right. That is not a raiding process. 
They have abandoned their functions. 

78661—51——4 
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Senator Warkins. I have heard of pirating labor. I know that hap- 
pened in Utah when the steel plant was being built. I wondered if 
there was anything like that here. 

Secretary CuoapMan. The thing that will control it in Government 
will be principally the fact of controls over the salaries and wages. 
That will control to a certain extent any large movement in that area. 

As a matter of fact, you do not want to do that if it can be avoided 
because you are not accomplishing a great deal by raiding one agency 
for another. Where one agency, like the RFC, has. completely 
abandoned the minerals program, we naturally took over their em- 
ployees. I think that is a matter of efficiency and we need personnel 
very badly in these positions which require specially trained people. 
We need more, and we are trying to get them. 

The speed with which Interior’s defense agencies went to work is 
the result of having on hand competent career civil servants who know 
their business. By using the existing Oil and Gas Division staff in 
my office, the Petroleum Administration for Defense was born. 
The Oil and Gas Division was already in existence, as you know, by 
approval of this committee and Congress. 

The Petroleum Administration for War was abolished after the 
Second World War, but we retained a nucleus of a staff on oil and gas 
and called it the Oil and Gas Division, so when the Defense Production 
Act was passed and we had to re-create a new petroleum agency, | 
immediately turned to the oil and gas staff to build the new organiza- 
tion around it, so that was very fortunate. 

The CHarrRMAN. Mr. Secretary, in order to make it clear to any 
person reading the record that you did not, after the agency was 
abolished, without authority of law undertake to continue t that work, 
| think we ought to point out there was authority. 

Secretary CHapman. I said, Mr. Chairman, with the approval 
this committee and Congress. You did not catch that. 

The CuarrMAN. | want to preserve your record, sir. 

Secretary CHAPMAN. I appreciate that very much because it is im- 
portant. I recognize we make recommendations, but | know where 
the policy is written, and it was with your approval. I say your 
approval, and it was discussed with this committee, and Congress 
gave us approval. We maintained that small staff, and it was most 
fortunate that we did, because around it we were immediately able to 
bring in technical people. 

Again, gentlemen, we have to go to industry, where you get your 
trained people, to bring them in. To run a business you have to get 
a man who knows how to run a business, and that is what we are 
trying to do. 

Mr. Jim Boyd developed the Defense Minerals Administration in 
short order from a nucleus of personnel in the Geological Survey and 
the Bureau of Mines. We were fortunate enough to have in the 
Department the Deputy Solids Fuels Administrator of World War IT. 
He undertook to put in motion the present Defense Solid Fuels 
Administration. 

I called upon our power agencies to set up the Defense Electric 
Power Administration and upon Al Day, Director of the Fish and 
Wildlife Service, to organize the Defense Fisheries Administration. 
In organizing these agencies we will continue to utilize our existing 
facilities to the maximum. We have and will set up new units and 
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staffs only for those activities for which we are not otherwise already 
equipped. ; 

To head up these agencies, I have obtained the services of Mr. 
Clifford B. McManus as Defense Electric Power Administrator, who 
is the president of the Georgia Power Co.; Mr. Charles W. Connor 
as Defense Solid Fuels Administrator, who recently retired from a 
steel company where he was in charge of a large group of coal mines; 
and Mr. Bruce K. Brown as Deputy Administrator of the Petroleum 
Administration for Defense. Mr. Brown served previously as Dep- 
uty Administrator of the Petroleum Administration for War. He is 
recognized as a good business executive in the petroleum industry. 
Then, of course, Jim Boyd, who was already the head of the Bureau 
of Mines, was named as head of the Defense Minerals Administration, 
and Mr. Day, Director of the Fish and Wildlife Service, was named as 
Administrator for the Fisheries Administration. 

The industries with which these agencies are concerned constitute 
the resource foundations of our economy. ‘They provide the metals 
and minerals which are fed into our vast industrial machine, the fuel 
and energy which keep this machine moving. I cannot think of a 
single major action of any one of these industries which does not have 
an impact on many of the others. An expansion of the aluminum 
industry, for instance, requires additional power from the electric- 
utilities industry, which, in turn, requires hydroelectric development, 
more coal and petroleum, and more petroleum coke. An increase in 
the demand for benzene requires additional output of coke and oil. 
An expansion of our oil output requires more steel for well drilling. 
The examples are without number. As long as I have the responsi- 
bility for these interrelated segments of our economy, I will work to 
assure that actions taken by any one of these agencies are consistent 
with those of all others. All of our programs must move ahead 
together or it will be difficult for them to move ahead at all. 

The Interior agencies are the basic point of contact between Gov- 
ernment and the industries which they represent. For example, 
applications for assistance in exploration and development of min- 
erals, for loans for expansion of facilities, for tax amortization cer- 
tificates, and for purchase contracts are submitted to these agencies 
for recommendation before the Defense Production Administrator 
will issue the final certification. These agencies serve as expediters 
for their industries in obtaining from the National Production Author- 
ity materials and equipment necessary for essential production. 

The task which confronts us is twofold. First, we must increase 
our production quickly enough to meet the immediate needs of our 
rearmament program with minimum cutbacks in civilian supplies. 
Second, over and above this immediate increase, we must expand 
our productive capacity to assure that we have an economic base 
sufficient to support an all-out effort. A substantial part of the job 
which I have undertaken falls in this second category. The indus- 
tries with which my agencies are concerned have expressed substan- 
tial interest in this expansion program. Interior agencies have so 
far received 300 applications for accelerated tax amortization, amount- 
ing to $1.6 billion. Interior agencies have sent on to DPA and its 
predecessor agency, NSRB, recommendations on 40 applications, 
involving $200 million. We have recommended amortization for 
$160 million in these cases. 
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Senator Leuman. You talk about accelerated tax amortization. 
Is that the provision which permits new construction to be amortized 
within a period of 5 years? 

Secretary CHapMaAN. Yes. What I am talking about in this case 
is where an applicant proposes to expand his present facilities and 
makes an application for $40 million extension of his plant facilities. 
The products will be used in the defense program, and in some cases 
the General Services Administration has even signed a contract or 
will probably sign contracts to purchase the output. Not in all 
cases but in some cases. His application is submitted to the Defense 
Production Administration. DPA in turn submits the application to 
my. Department for a recommendation if the plant is to produce a 
commodity or service under my jurisdiction. 

The recommendation from me or my Department goes to the 
Defense Production Administration for final approval and certification. 

Now I want to say this: That policy is going through a review at 
the moment by Mr. Wilson and his staff to determine basically a 
sound uniform policy, to arrive at those factors which properly should 
be considered in determining the extent to which a given plant should 
be authorized, so that the recommendations coming from these various 
departments of Government will have at least a semblance of uni- 
formity and the same basis for determination. Mr. Wilson is review- 
ing the matter and I expect a decision within the next few days. 

Senator Corpon. Mr. Secretary, after you get that decision will 
you be in a position to review any decisions which you have already 
made in that field so as to make them correspond with the new 
yardstick? 

Secretary CHAPMAN. If there is any question of inequities involved 
in it, and the applicant asked for review, we could, of course, review 
it if it has not gone too far from a legal point of view. 

Senator Corpon. I would hope that we could get a yardstick that 
we could apply just objectively to every application so that the net 
result is the same treatment. 

Secretary CHAPMAN. That is right. It has been my desire, gentle- 
men, that we have a sound basis not only for these amortization 
cases, but also on Government loans and other assistance and this 
should be an across-the-board policy, so that all cases would be based 
upon the same factors all the way through. 

Senator ANDERSON. Would that not be a little difficult? 

Secretary CHAPMAN. It is most difficult. Now what I say is that 
there has to be not only industry-wide consistency, but also a basis 
for considering differentials within an industry. As an example, 
I can envision a case where the expansion of an industry or a particular 
plant is for no other purpose than for war and that would be the end 
of its usefulness, but I can also envision another industry expansion 
being very useful for many years; 20, 30, or 50 years after the 5-vear 
period. 

Senator ANDERSON. Is there any provision anywhere in the Govern- 
ment for a study of what happened during World War II and whether 
any of those plants are being used today? I saw, for example, a 
plant which I was told was completely amortized during World War LI, 
and it is the busiest place you ever saw now. 

Secretary CHAPMAN. Let me make this observation. I am sure 
there is such a study being made to gather that data, and I am sure 
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that there is an agency of the Government gathering that information, 
putting it together to get a bird’s-eye view “of this, but we are operat- 
ing today under quite different circumstances than we were operat- 
ing under during the last war. 

This Defense Production Act that we are operating under is a 
pretty broad piece of legislation in terms of amortization and loans. 
That is why I am concerned about getting a very definite pattern 
and policy established before too many applications are approved. 
Nevertheless I am going to be blamed and I am going to be criticized 
for delaying applicants, not approving applications in a burry, but 
I am going to take my criticism now rather than come back before 
this committee 10 years from now and be torn to pieces because J 
acted hastily and unwisely on something about which I did not have 
full information. I will take my criticism now. 

Senator Corpvon. Ten years, Mr. Secretary? 

Secretary CHapMan. It may take that long. 

Senator Warkins. What I would like to find out in this. I may 
not understand this fully and there may be others just like myself. 
Could you submit for this record a sample of one of these amortization 
work-outs? 

Secretary CHapMAN. I would be very glad to. 

Senator ANpEeRson. Could you not submit the 40 that you have 
finished? 

Secretary CuapMan. I will be glad to pick examples for you or 
any or all of them. I do not care. I think it would be very good. 
(The information requested appears in the appendixes.) 

Secretary CHapMAN. Now remember of these 40 you have some from 
the Petroleum Administration, some from Electric Power, Solid Fuels, 
and Minerals. Those industries are entirely different in their oper- 
ations. 

Senator ANDERSON. Have you any aluminum in here 

Secretary Cuapman. Oh, yes. Out of these there are ‘four or five. 

Senator Anprrson. Did they not get a whole lot of amortization? 

Secretary CHAPMAN. Not 100 percent; no. 

Senator ANpERSON. In World War II? 

Secretary CHapmMan. Oh, in World War IT; ves. 

Senator ANDERSON. They are all wiped out. Yet those plants are 
very busy today. 

Secretary CHapMAN. I had nothing to do with that. That is the 
reason I am worrying about my problem here. That is the reason we 
have not recommended 100 percent for them at this moment. Maybe 
we should, I do not know, and I am not going to be critical. 

The CuarrMan. Mr. Secretary, I recall that several declarations of 
intent were filed when Mr. Boyd was here at our first hearing in this 
matter. 

Secretary CHapMan. That is right. 

The CHarrMan. He told us that five or six—six I think it was—— 

Mr. Boyp. Five. 

Secretary CHapMAN. Five, Mr. Chairman. 

The CHarrmMan. Those were all upon the basis of 100 percent 
amortization, but later on Mr. Harrison overruled that procedure. 

Secretary CHAPMAN. One correction. I had never approved 100 
percent. They had not gone to Mr. Harrison with my approval of 
100 percent. I just want to correct the record on that. 
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The CuHarrMan. I did not state they had been approved by you. 
Declarations of intent had been filed. 

Secretary CoapmMan. That is right. 

The Cuarrman. That, of course, did not come to you. 

Secretary CHapMAN. That is right. 

The CHarrMAn. That did not have your approval? 

Secretary CuapMan. That is right. 

The CHarrMan. But in any event, Mr. Harrison himself advised 
me that in one case the amortization percentage was cut back to 80 per- 
cent, and that was in the case of the Kaiser Co. Now, whether there 
has been any action upon any of the other four as yet, I do not know. 

Mr. Boyp. There has not been, Mr. Chairman. 

The CuarrMan. The question that would naturally arise is, was the 
80-percent eee agreed to by the Production Authority as a 
standard form for all, or is it contemplated to vary from that? 

Secretary CHAPMAN. rae Chairman, that is one of the many cases 
in the mill at the moment for this policy decision with Mr. Harrison’s 
and Mr. Wilson’s office. They are working on that very question in 
order to aurive at a uniform policy. 

The CuarrMan. Does that mean that you are considering whether 
or not to have an amortization schedule of 60 percent for all? 

Secretary CHapman. I do not know whether they are considering 
it as a top policy. 

The CHarrMan. Or is the question to be decided whether there 
would be a variation for individual cases according to the needs of the 
individual cases? 

| can conceive, for example, that to promote the development of 
some domestic sources of minerals it might be necessary to have 100- 
percent amortization, particularly in the case of companies which are 
not capable of any financing themselves. 

Secretary CHapman. That is right. 

The CHarrman. Now, coal, for example, is well able to finance 
itself. 

Secretary CHapMan. That is right. 

Senator Leaman. How would you handle this case? 1 want to 
take a concrete case. Supposing the Aluminum Co. came in for a 
loan of $100 million or wanted to increase its capacity at a cost of 
$100 million. Now, that plant which they erected presumably would 
be useful, profitable not for a period of 5 years but for 20, 30, 40 
years maybe. » What basis of amortization would you allow in a case 
of that sort? 

Secretary CHAPMAN. Senator, that is one of the very crucial prob- 
lems that is under discussion at this moment with Mr. Harrison and 
Mr. Wilson, because | could not myself, nor could my own staff sug- 
gest to me, that we recommend 100-percent amortization, because 
that property would obviously be valuable at the end of 5 years if all 
the circumstances we can possibly foresee would maintain. We do not 
know that they would, but certamly it would look as if that property 
would have some value beyond the 5-year period. Some serious 
questions have been raised on that very matter, and that is what they 
are trying to determine now. 

[ say “they.”’ As I said previously, the Defense Production Ad- 
ministration makes the final policy determination. My agencies pre- 
pare the engineering and the economic data, and we submit it to them 
and usually make a recommendation of a percentage. 





you. 


ivised 
Q per- 

there 
know. 


as the 
yas a 


cases 
‘ison’s 
ion in 


hether 
dering 


there 
of the 


ent of 
e 100- 
ch are 


inance 


ant to 
for a 
‘ost of 
would 
30, 40 


a Cuse 


prob- 
m and 
ff sug- 
eCaUuse 
‘'s if all 
do not 
operty 
serious 
it they 


on Ad- 
ies pre- 
o them 


DEFENSE MINERALS 51 


In this case we made a recommendation. We recommended 80 
percent. 

Senator Leaman. Let me ask you this question. In the case of 
oil, as I understand it, after a well is amortized completely, amortiza- 
tion continues for an indefinite period. In the case of these plants, 
these defense plants, if a plant has been amortized to the full extent 
of its cost, will further.amortization be permitted, further deductions 
from properties? 

Secretary CHAPMAN. Not in these cases. I do not understand that 
that would be true, Senator. I am quite certain that is not true. 

Senator Corpon. Once the investment has been credited to the 
owner. 

Secretary CHAPMAN. Deducted from the taxes, from his taxes, that 
is right. 

Senator Corpon. However, it may be. 

Secretary CHAPMAN. That is right. 

Senator Corpon. Once that has been met, then the tax applies to 
the revenue created there, less only the cost of operation and such 
actual repairs as are represented in money spent within the tax vear; 
is that correct? 

Secretary CHAPMAN. That is my understanding. 

Senator Cordon. So that when we speak of a complete amortiza- 
tion or an 80 percent amortization, or what have you, within a given 
number of years, we do not mean that thereafter the equivalent of 
amortization is still allowed and re presents a net profit to the owner, 
because it is no longer there. That is correct, as I understand it. 

Secretary CHAPMAN. That is right. 

Senator ANDERSON. Yes, but there must be a footnote to that, 
saving that, of course, the plant has been charged off during a period 
when excess profit taxes would otherwise be applicable. 

Senator Corpon. The excess profits tax is a part of the charge-off. 

Senator ANDERSON. I mean if vou are going to write off a $100 
million plant, $80 million of it in 4 or 5 years, you are just taking $20 
million of profits that otherwise might be under an excess profits 
tax, and saving “We take that out of the pocket and put it in Uncle 
Sam’s pocket. We put it in our other pocket.” 

Secretary CHapMaNn. This is one of the most difficult problems to 
solve on an across-the-board basis. In the case of minerals, each 
mineral almost represents a separate type of an industry. It is hard 
to get a cross section. They are so different in their development, 
and their whole program is so different. 

It is hard to get a policy that applies to all minerals evenly because 
they are so totally different in their development, and that is one of 
the most difficult problems that we really have in this whole program. 
I do not think you will have too much — arriving at the proper 
basis for amortization of electric-plant facilities or oil facilities, 
refineries, and so on. 

Senator Warkrns. | would like to ask this question. I understand 
what you are going to put in the record, these exhibits, will take care 
of the explanation of the main points raised by Senator Cordon and 
Senator Anderson. 

Secretary CHAPMAN. I do not have anything to put in the record 
so far except my statement. 

Senator Warkins. What I asked for was these exhibits you were 
going to make, showing these amortizations. 
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Secretary CuapMAN. I understood that we would give you some 
cases, typical cases of exhibits, for the record. 

Senator Warxins. And a sample as to how you worked out 
amortization. 

Secretary CHAPMAN. That is going to be given for the record; yes. 

(The information requested appears in the appendixes.) 

Senator Corpon, In the last analysis, what happens in the tax 
field is a matter of another department: entirely? 

Secretary CHapMAN. That is correct. 

Senator Corpon. The law applies to it, and definitely there can 
be no credit for amortization after amortization has been completed. 
That is an established rule in connection with taxes. 

Secretary CHapMan. That is right. 

Senator Warkins. But these amortization contracts you are making 
now make an exception, until they are taken care of, to the regular 
tax law? 

Secretary CHAPMAN. They are not made an exception. They are 
administered as a part of this present Defense Act, applicable to the 
defense law and to the tax law. 

Senator Corpon. In other words, the picture would be, if you had 
an investment which under the internal-revenue regulations made 
pursuant to law there was allowed to the taxpayer, let us say a 10- 
percent amortization charge or depreciation charge as it would be 
known in the tax law, you are going to amortize that in 5 years, that 
would have to be increased to 20 percent so at the end of 5 years 
there is total amortization. 

The only change that is made then is that, whereas ordinarily you 
would have a 10-percent credit for depreciation, in this instance you 
have 20 or whatever may be the allocable factor, but in the end you 
have exactly the same. You have complete amortization of the 
investment. 

Secretary CHAPMAN. That is right, in a 5-year period. 

Senator LEHMAN. Obviously, industries vary in their stability very 
considerably. I mean, there are some industries where it is substan- 
tially certain that the properties will remain valuable at the end of 
5 years and others where it is very doubtful. Do you differentiate 
between those industries in the formula which you use for amortiza- 
tion? 

Secretary CHAPMAN. You would have to use the factors involved 
in each plant in making a recommendation for the percentage of 
amortization. As an example, Senator, you would take into con- 
sideration where this plant is going to be located. Is it located in an 
area where it could be useful, where its source of fuel would be avail- 
able at the end of 5 years or at the end of the war; is it located in a 
place where it is going to be useful at all times. 

This is one of many factors you have to take into consideration in 
developing the basis for a recommendation. 

Senator LenMan. Is this a fair statement? I understand that you 
are not today following any fixed standard. 

Secretary CHapMAN. That is right. 

Senator LEHMAN. But each project is considered separately? 

Secretary CHAPMAN. Separately, on its own. 

Senator Leaman. And an individual determination is made with 
regard to that plant or facility? 
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Secretary CHapMANn. That is right; that is what we are following 
now. 

Senator ANDERSON. You have approved 40 applications? 

Secretary CHapMANn. That is right. 

Senator AnpERsoNn. How widely has the rate varied in those 40 
applications? What is the minimum and what is the maximum? 

Secretary CuapMan. I would just make a rough guess at it without 
having the full facts before me, but I think probably the lowest | 
remember is 65. I am talking about four agencies here. Al, do you 
have that? 

Mr. Woxr. The average is about 80 percent across the board. 
Some were 60, 65; others were more. 

Secretary CHAPMAN. Sir, some were 100. 

Mr. Wo.r. Very few. There was one rejection. 

Senator ANDERSON. Does that not get back to the question raised 
a moment ago: Why should we not look at all 40 and judge that for 
ourselves? 

Senator CHAPMAN. You are perfectly right. 

Senator ANDERSON. My question is raised, Mr. Secretary, not 
because of the fact that this is primarily a problem in your Depart- 
ment, but probably the only chance that this committee has to go 
into it at all. 

Secretary CHAPMAN. That is right. 

Senator ANDERSON. And many of these serious questions arise over 
this question of minerals. Now, if I buy an automobile and use it in 
business and depreciate it 25 percent each vear, or something similar 
to that, and then sell it and find that the depreciation has been too 
large, 1 am required to report the difference between the sale price 
and the ne »wly depreciated value as profit for that year. 

[ wonder if there is any similar provision being thought of in connec- 
tion with these facilities. If they are used for 5 years, is there any 

reappraisal of their value at the end of that time to see whether the 
daca iation schedule has been too large? Is there any provision that 
anyone has thought of for perhaps a renegotiation of the acceleration 
with which these are depreciated? It is a problem that ought not to 
rest primarily with the Department of the Interior. 

Senator Corpon. It does not. 

Senator ANDERSON. It isa tax problem. It is a Bureau of Internal 
Revenue problem, perhaps. They ought to have a right to recover. 
Senator Corpvon. I suggest, Mr. Chairman—pardon me, Senator. 

Senator ANDERSON. I was going to say that something similar to the 
renegotiation provisions of contracts might be desirable as an amend- 
ment now to this Defense Production Act, because my attention was 
called to an improvement which was going ahead in a certain part of 
the country on which they were asking 100 percent depreciation in 5 
years, and yet it was only a part of what they hoped their plant 
would be at the end of 5 years in perfectly normal times. 

Now they are afraid they are going to get cut down to 75 percent. 
Well that is still too much if it is going to be a part of their normal 
plant. It is not primarily a question for your Department. You 
said that thought was being given to this? 

Secretary CHoapmMan. That is right. 

Senator AnpERsON. I am only hoping to suggest to you that as 
thought is given to it that the representatives of the Department of 
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the Interior, in dealing with these other agencies, might suggest some 
sort of recapture clause so that, if we do go too far overboard and we 
do find that some industry at the end of 5 years is fully needed by the 
economy, we have not lost everything that we have done. 

Secretary CHAPMAN. | think that is a very good suggestion, and 
something to which we should give consideration. I do not know 
whether the Defense Act—this is something I would have to check— 
whether legally we could impose a recapture clause or not. If we 
could, I think it would be very good. 

Senator AnpERsoN. But I remember the amendments suggested 
by the then Congressman Case, now Senator Case, when I was a 
Member of the House of Representatives. [I am not sure that legally 
we had the power to go back and say, having given the power for the 
construction of an Army plant, that we had the power to go back and 
renegotiate it, but he did put through an amendment for renegotia- 
tion of these contracts. We did renegotiate and we did recover 
billions of dollars. 

Now perhaps the act may be weak in not carrying some sort of 
renegotiation or recapture clause. 

The CuHarrMan. Perhaps, Mr. Secretary, before you answer that it 
might be proper to address an inquiry to Mr. Larson, since the 
letters of intent with respect to aluminum, for example, came from 
his office. Under what section of the Defense Production Act do 
we find the authority to grant this amortization anyway? 

Secretary CHAPMAN. May I say, before you ask that, Mr. Chair- 
man, I made one error—not an error, but I did make one mistake 
at least. This amortization program is carried out under the Inter- 
nal Revenue Code, not the Defense Act itself, so I want to correct 
that impression there. 

Senator Lenman. It seems to me, supplementing what Senator 
Anderson has said, this information is tremendously important from 
another phase. I think the Finance Committee of the Senate is 
going to look into this question in connection with the next tax bill, 
and I think we should have the information. 

Secretary CHapMAN. May I go one step further. I have already 
recommended—and the recommendation has been sent to Mr. 
Wilson’s office, to Mr. Bergson, to be exact—that we consider legis- 
lation for Defense Plant Corporation such as we had before so that 
if it is decided that in some situations it is less expensive for the 
Government to build a plant, it can do so and then léase it for dis- 
posal purposes in one way or another after the emergency. 

I have made such a recommendation. I do not know, Jess, whether 
you have seen that or not, but I have sent it over to Mr. Bergson 
recommending that that legislation be considered. 

The CuHarrmMan. Let us get back to this question I was asking of 
Mr. Larson, because it is important, it seems to me, to have in this 
record the specific reference to the Internal Revenue statute under 
which the amortization concession is granted. How did you approach 
that in the first place? 

Mr. Larson. Mr. Chairman, I think that the authority that you 
refer to, although I am not certain, I do not have the act before me, 
section 302 of the act 

The CHarrMan. That is the Defense Production Act? 
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Mr. Larson. That is the Defense Production Act which provides 
for a deviation from a provision in the Internal Revenue Code, which I 
do not recall. 

The CHarrMaAN. Let us read it. This is section 302: 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guaranties of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expansion 
of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of strategic 
and critical metals and minerals. Such loans may be made without regard to 
the limitations of existing law and on such terms and conditions as the President 
deems necessary, except that financial assistance may be extended only to the 
extent that it is not otherwise available on reasonable terms, 

Now that last sentence seems to me to be the sentence which makes 
a deviation from the amortization provision but, in order to grant any 
such concession, there has to be, it seems to me, a more or less explicit 
finding that the financial assistance is not otherwise available on 
reasonable terms. Is that your view? 

Mr. Larson. That is my interpretation, Mr. Chairman. I do not 
know that in the present organization it ever falls as my responsibility 
to make that determination. You referred to the letters of intent in 
regard to aluminum expansion. As you know, at the time those 
letters were executed, we were operating under the previous Executive 
order by the President which delegated directly certain authority to 
the Secretary of the Interior, but on this matter of determining the 
extent of tax amortization, that was lodged in the chairman of NSRB 
at that particular time, so we negotiated those contracts, and I will 
deviate a moment to make my position clear. 

My agency only enters into this procedure in an administerial 
capacity. When it is certified to us, as it was in the case of the 
aluminum plants by the Secretary of the Interior, that this expansion 
was necessary and it was necessary to enter into procurement contracts 
in order to finance the expansion, then I as the principal procurement 
agency of the Government and as the designee under the Executive 
order, assumed responsibility and negotiated the 

The CHarrman. Mr. Larson, that is a subsequent step. What I 
am trying to determine now for the record is the first step. Where 
does the authority lie in the law to grant this amortization for the 
purpose of expanding facilities for defense? 

You said that these letters of intent were issued under the first 
Executive order, and that at that time the Chairman of the National 
Securities Resources Board held the power. What I am trying to 
determine is what was the source of his power. 

Mr. Larson. The source of his power, as I understand it, was the 
provision in the Defense Production Act of 1950. I thought it was in 
section 302, and [ thought that there was specific reference made to the 
internal revenue provision that was affected in that act, and I think it 
might not be in section 302, but if I may continue, in order that my 
answer to your question be coherent as I started out, the letters of 
intent which are issued were contingent upon the determination of the 
percentage of amortization. In other words, that was not a con- 
tractual obligation. 

The CHatrman. It was not fixed. 
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Mr. Larson. In the letter of intent. 

The CHarrMAN. That is right. 

Mr. Larson. And subsequently that has been determined in the 
case of the Kaiser contract to be 80 percent, which Kaiser has ac- 
cepted and which contract is now binding in all of its terms on both 
parties. The other four letters of intent, as has been stated, | mean 
the tax amortization has not been determined there. 

The CHarrMAN. It is my understanding that the Secretary of the 
Interior has no function with respect to the making of loans; do you, 
Mr. Secretary? 

Secretary CHapMAN. Yes; we have, to the extent that we make 
recommendations. 

The CHarrMaAn. You make the recommendations? 

Secretary CHapMAN. Yes, but the final authority is in the De- 
fense— 

The CuarrMAN. You do not actually make the loans? 

Secretary CHapMAN. No. 

The CuarrMAn. You do not administrate the loans. Who does? 

Mr. Gipson. Senator O’Mahoney, after they are certified by De- 
fense Production, they go over to RFC. 

Secretary CHAPMAN. That is right. 

Mr. Gisson. Which implements and carries out the provisions of 
the loan as it has been agreed upon or comes into Defense Production 
by recommendation of the agencies and certified by Defense Pro- 
duction. 

The CHarrMAN. Section (c) of section 304 of the law—well, let me 
read both 304 (a) and 304 (b). 


Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agenev created under this section, and any department, agency 
official, or corporation utilized pursuant to this section is authorized, subject to 
the approval of the President, to borrow from the Treasury of the United States 


not from the RFC— 


such sums of money as may be necessary to carry out its functions under sections 
302 and 303: Provided, That the total amount borrowed under the provisions of 
this section by all such borrowers shall not exceed an aggregate of $600,000,000 
outstanding at any one time. 

Now the rest of that section has to do with the operation of the 
Secretary of the Treasury. 

Senator Corpon. Will the chairman read the first part of that 
again as to who may borrow? 

The CHarrman. ‘‘Any agency.”’ 

Senator Corpon. That would represent an agency of Government 
which in turn would make a loan to the individual or the corporation? 

The CHarRMAN. Any agency created under this section. 

Mr. Larson. If I may interrupt, Senator, I do not think that is the 
interpretation. That is strictly a borrowing arrangement between 
Government agencies and the Treasury, and there are other provisions 
of the act that govern the loans to individuals or corporations outside 
the Government. 

Senator Corpon. The same way that the RFC at the present time 
is authorized to borrow from the Treasury to make the loans which 
it is authorized to make. Here they have extended that and the 
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President may create another agency to do the same borrowing, but 
that is a borrowing of one Government agency from another —namely, 
the Treasury—and the borrowing agency in turn makes the loans—— 

Senator Corvon. To the individual corporation. 

The CHAtRMAN. Section 304 (a) authorizes the President to utilize 
existing agencies or to establish new agencies but not corporations. 
Section (b), or rather subsection (b), says that “any agency created 
under this section, and any department, agency, official, or corpora- 
tion utilized pursuant to this section is authorized” to borrow the 
money necessary from the Treasury. 

The purpose of Congress in enacting that was to make a short cut 
until an appropriation was made, to enable any of these agencies em- 
ployed to effectuate the Defense Production Act, to make the loans 
or to do any of the things authorized; they were given the power to 
borrow from the Treasury the money by which they would make the 
loans or make the purchases. 

Now, the question that we are trying to determine is where in this 
bill was anybody authorized to use the amortization, the accelerated 
amortization device? 

Secretary CHapMAN. Mr. Gibson, who is with the Defense Produc- 
tion Administration, is here. 1 think he is principally responsible in 
handling amortization programs; are you not? 

Mr. Gipson. Yes. 

Secretary CHapmMan. Would vou care to discuss that with the 
Senator, briefly? 

Senator ANpERSON. All we want is the citation. You have ap- 
proved 40 cases? 

Secretary CHapMAN. That is right. 

Senator ANDERSON. Surely you started off saying ‘‘Under provi- 
sions of section so-and-so of section so-and-so we hereby certify.” 
What are the provisions? 

Senator ANDERSON. Will you care to comment on where the author- 
ity is? 

Mr. Grsson. I do not have the exact quotation. I know it. | 
think it comes in under the revenue law, as the Secretary and the 
chairman have stated. 

The CuHarrRMAN. There is a provision of the revenue act with 
respect to amortization, but that has nothing to do with the Defense 
Production Act. It was enacted long before the Defense Production 
Act was drafted. 

Mr. Gipson. There is a provision, I am sure, in the Defense Pro- 
duction Act which permits us to extend that beyond the normal 

The CuarrMan. | think there is. 

Mr. Gipson. I do not have the citation. I am sorry. 

The CHarrMAN. Can any of you gentlemen around the table tell 
us where it is? 

Mr. Gipson. I can get it by telephoning immediately. 

The CHarrMAN. Please do. 

Secretary CHapman. I think it would be very helpful. 

The information referred to was supplied subsequently as follows: 





The authority was conferred by subsection (e) of section 124A of the Internal 
Revenue Code, as added by section 216 of the Revenue Act of 1950. 

Executive Order 10200, part I, creating the Defense Production Administra- 
tion, provides in section 5 (e) as follows: 
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‘The Administrator is hereby designated as the certifying authority for the 
purposes of and within the meaning of subsection (e) of section 124A of the 
Internal Revenue Code, as added by section 216 of the Revenue Act of 1950, 
approved September 23, 1950.” 

Senator ANDERSON. May I just make this statement. The reason 
I raise this question, these plants that you authorize live on to plague 
us after it is all over, and may I refer to the experience of the Depart- 
ment of Agriculture where they had egg-drying plants constructed for 
the benefit of the Army. 

Now, those plants were completely amortized when the war activi- 
ties were over, and as the Secretary of the Interior has suggested, if it 
had been done under the Defense Plants Act they would then have 
been the property of the United States Government, but they were the 
property of certain private contractors and they hated to be put out of 
business, so they sent representatives in here and tried to persuade 
the Government to continue buying and drying eggs, and I need not 
remind you that that cost the Government millions and millions of 
dollars because they got them to do something that they had no earthly 
need to do. The same thing with potato-dehydrating plants. Long 
after their usefulness 

The CuHarrman. Who got the Government to do that? 

Senator ANpERsoN. The people who owned the egg-drying plants, 
and some of us struggled pretty hard against it. Now, if these plants 
had been set ae under the Defense Plants Act, they would have be- 
longed to the Government and I doubt if the Government would have 
tried to persuade itself to do something that was going to cost itself a 
lot of money, as for example the alcohol plants which finally passed out 
of Government hands. Now they are back in operation again and | 
am just wondering. 

There are many of us who look at this question of increase in steel 
capacity and who believe that that increased steel capacity may be 
needed by this country for many long years te come, but if it is to be 
amortized in 5 years or 80 percent of it is to be amortized in 5 years, 
it is a pretty heavy price taxwise to pay at a time when you are pass- 
Ing excess-profits taxes. 

The CHairMAN. In other words the record ought to be perfectly 
clear that accelerated amortization is a subsidy to whatever organiza- 
tion, individual, or corporation receives it. 

Senator ANDERSON. Yes. 

Secretary CHAPMAN. Let us make this clear now on one other point. 
What you say may be true, but bear in mind this amortization pro- 
gram as of the moment does not require any governmental cash. The 
certification that is granted for amortization can be taken to a bank 
and used as a basis for financing directly from the bank. 

Based upon that certification the bank realizes that this company 
is going to be able to make substantial deductions from taxes for 5 
vears and pay off the loan. 

The CHarrMAN. What accelerated amortization means in the last 
analysis is that the Government is sacrificing tax revenues. 

Secretary CHAPMAN. That is right. 

The CuHarrMan. In order to build the facility for the beneficiary. 

Secretary CHAPMAN. It is six of one and half a dozen of another. 

The CuarrMan. Oh, no; it is very important. 

Secretary CHAPMAN. I mean the way I said it—— 
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The CuarrmMan. Yes. It is not immediate cash, but Government 
funds are used to build the facility, and the facility is then the 
property—— 

Secretary CHapMaNn. Of the individual. 

The Cuarrman. Of the private organization which benefited by 
the amortization. 

Secretary CHAPMAN. That is the reason I am recommending a 
Defense Plant Corporation so that in some cases the Government can 
build them. 

Senator Leaman. May I ask this question? 

The CHAIRMAN. Senator Lehman. 

Senator LEHMAN. Take the case of the Willow Run plant. Am | 
right in believing that that plant was erected out of Government 
funds and that the Government kept title to the plant, and later 
disposed of it by sale or lease? 

The CuHarrman. It finally sold it; that is right. 

Senator ANDERSON. It finally gave it, practically, to the University 
of Michigan. 

Senator LeumMan. But they kept title to it. 

The CHarrMan. It was a Government plant, and when the shoot- 
ing stopped in 1945 and 95 percent of the people of the United States 
thought the war crisis was over and we were demobilizing, Congress 
passed the Surplus Property Disposal Act and authorized the Sur- 
plus Property Agency to dispose of plants. 

Some of them were disposed of, but not all of them. Some of 
them are still in mothballs, and Mr. Larson here is the custodian of 
these plants. My recollection is that when you appeared before the 
Appropriations Committee last year, Mr. Larson, you testified that 
vou had in your custody at that time 66 defense plants which were 
owned by the Government which had not been sold. Am I right? 

Mr. Larson. Yes, that is correct, and approximately 400 plants 
were sold, with a provision in the title called the national security 
clause, which provides for recapture in case it is considered desirable, 
and that is the case insofar as Willow Run is concerned; that is, the 
productive facilities of Willow Run. 

The airport and the buildings adjacent thereto used for airport 
purposes were, as Senator Anderosn indicated, donated on a public 
benefit formula to the State of Michigan, but the productive facilities 
were sold to the Kaiser-Frazer Corp. I think the sales price was 
about $17 million, if 1 remember correctly. That provides for re- 
capture in case the Government requires those facilities, and approxi- 
mately 400 plants were disposed of in the same manner. 

Senator Leaman. The reason I raise this question is this: It is 
largely because of the effect of this arrangement on the revenues—on 
our revenues. 

It seems to me that, if the Government puts up a plant, maintains 
title to the plant, it will be in exactly the same position it possibly 
leases it for operation by the United States Steel Corp. or the Alumi- 
num Co. of America. The Government at the end of 5 years will be 
in the same position as if it had been written off during the period of 
5 vears, but in the meantime the operator of that plant will not have 
been able to deduct a heavier amortization from his profits, and 
thereby save a very considerable amount through the lessened excess 
profits tax or corporation tax that he would have to pay. 
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Senator ANDERSON. That is exactly it. 

Mr. Larson. That is the problem. 

Senator Lenman. I think it is worthy of consideration in the writing 
of a revenue bill. 

Senator Corpon. That appears in the revenue bill. That is where 
I am quite sure it would be found, provision for payment by the 
Government if they decided at some time that the emergency: was 
over, the unamortized balance of that portion of the plant which was 
found by the President to be wholly and completely a defense 
operation. 

Secretary CHapMAN. That is right. 

Senator Corpon. Authority for that rests in the President to 
determine what part—all or a portion. 

The CHartrmMan. This provision of section 216 of the Revenue Act 
of 1950 was adopted after the Defense Production Act was adopted. 
It provides for the amendment of section 124 by inserting a new 
section, 124—A. It will not be necessary to read that now, but I think 
it would be well to have it inserted in the record. 

(A complete copy of section 124-A of the Revenue Act of 1950 
appears in the hearings on defense minerals of January 19, 1951.) 

Secretary Cuapman. Mr. Chairman, my next statement is prob- 
ably information that could and should be given to you by other 
agencies of the Government, such as Mr. Wilson’s office or Mr. 
Harrison, but I think for this committee to get a perspective of what 
I am trying to say and what I am trying to do with the defense 
agencies of my own Department, I should put this into my testimony 
this morning so that you can get the picture. 

I am informed that during the entire period of World War Il—and 
I think this is quite accurate—that not more than $6 billion were used 
on amortization for plants and facilities. Now look at'what we have 
today. We have only been in operation about 5 months. 

We have been advised that about 2,500 applications for tax amorti- 
zations have been submitted to all Federal agencies, involving about 
$8 billion, and that of these about 300 cases have been certified, 
amounting to a little more than $2 billion. Some 80 have been 
denied, involving $24 million. It is not my job to provide authori- 
tatively this over-all information, but I feel that it is desirable to 
provide some perspective in which to evaluate my part of the expan- 
sion job. During World War II, about 44,000 certifications were 
made for a total of $6 billion. It is important to note that this, took 
place over a period of 5 years, whereas in the present emergency appli- 
cations of that amount have been received in the 5 months that the 
executive agencies have been operating. 

Senator Corvon. That probably was due, was it not, in World 
War II to the intervention of the Defense Plants Corporation? 

Secretary CHAPMAN. Yes, sir. 

Senator Corpon. Which advanced funds but which held title—— 

Secretary CHapMAN. That is right. 

Senator Corpon. To that portion of the equipment or construction 
made with that money, and even though it was integrated with a 
private facility the title was still in the Government and it was neces- 
sary at the end of the war, or at least desirable, to make a transfer or 
a sale to the private corporation on some adjusted basis, but in each 
instance the Government was dealing at arm’s length, it had the title, 
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it owned the property, and it had an opportunity to evaluate those 
properties in the light of their after-war civilian use? 

Secretary Cuapman. That ts right. 

Senator Corpon. Something we will not have here. 

Secretary CHapmMan. That is why I think a Defense Plant Cor- 
poration or something similar to it might be very helpful now; it 
would help us more in the later years in trying to make recovery of 
these and proper adjustments. 

The CHarrmMan. You would have to have a special statute for that. 

Secretary CuapMan. You would. 

The Cuairnman. The Defense Production Act specifically forbids 
that. 

secretary CHAPMAN. It does not permit it. That is whi [ am 
recommending another law. I am submitting recommendations on 
that. 

Of course this does not give you quite the whole picture, unless vou 
lieve a better analysis and a better breakdown than tam able to give 
you here, but it does give vou an idea of the volume involved in the 
thing. 

The CuarrmMan. Who would be able to provide the list of the 300 
cases in which certifications have been issued? 

Secretary CuapMan. That could come from Mr. Harrison’s office; 
he would have that. Remember, of course, his office has only been 
set up a short time, but he can acquire that information from the 
various agencies making the certifications. 

Senator Corpon. It savs that the Interior agency has received the 
300. 

Secretary CHapmMan. We have received that? Did I state the 
Interior Department has received that number? 

Senator Corvon. It says that 2,500 have been received altogether. 

Secretary CHapMan. That is right. 

Senator Corvon. You could furnish that list of 300 

Secretary CHapMANn. That does not say the Interior has 300 cases. 

Senator Corvon. [t savs that the Interior agency has received so 
far 300 applications. 

Secretary CHAPMAN. Yes; you are right. 

Senator Corpvon. Amounting to 1.6 billion dollars. 

The CHarrmMan. Those are applications. I am referring to the 
300 which have been certified. 

Senator AnpERSON. There are two uses of the figure 300. That is 
purely accidental. The 300 in the next paragraph is the total number 
certified. That is what the Senator from Oregon is interested in, 
and so am I, 

Secretary CuapMan. That is correct. 

(The record of Applications for Certificates of Necessity appears in 
the appendixes. ) 

Senator Corpon. We ought to examine most critically into that 
phase under the Defense Act. I am one of those who believe that it 
is most dangerous as an approach, and [ think we ought to go into 
it early, and then, if necessary, at least suggest to the appropriate 
committee that further attention be paid to it. 

The CaarrmMan. Judging by our experience after World War II 
with respect to amortization and the disposal of defense plants, I 
think the Senator from Oregon is quite right, that the amortization 
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authority could very seriously be abused and the extent to which 
that abuse might be involved, I think, is made clear by the sentence 
that the Secretary has just read: 

We have been advised that about 2,500 applications for tax amortizations have 
been submitted to all Federal agencies, involving $8 billion, and that of these 
about 300 cases have been certified, amounting to a little more than $2 billion. 

When you consider that Congress is hestitating about the timing 
of the new tax bill which is recommended to raise $10 billion, and we 
have here $8 billion in amortizations requested, all of which will result 
in cutting down the tax revenue of the Government, it is perfectly 
obvious that it is a matter of the utmost importance, partic ularly 
when you consider that each one of these applications is coming from 
outside of the Government by people who want Government aid and 
Government subsidies to do their job. It is a serious question. 
In fact, I will just let it stand that way, tbat it is a serious question 
whether the Government could not more economically do the job 
itself. 

Senator Corpon. Or, perhaps, reserve an after-amortized equity 
which, after the emergency is over, could be properly evaluated even 
as the ownership was after World War II. It is just impossible, 
particularly under stress, to determine with any certainty whether a 
given installation is one wholly useful to the emergency and of no 
value at the end. Certainly we should have a reserve right at the end 
of that emergency to then evaluate the soundness of the thing we did 
in the first place solely to accelerate production and recapture what- 
ever it might be. 

Secretary CHapMAN. That is the same as the renegotiation of the 
contract authority or somewhat similar to it. 

Senator Corpon. Exactly. 

The Cuarrman. In this Defense Production Act, specific authority 
is granted to construct Government-owned facilities in private facili- 
ties. I think Mr. Larson can testify to the terrible headache he had 
when he was handling the disposals with respect to such facilities 
within privately owned establishments. 

Mr. Larson. I, certainly, would like to say emphatically that it 
should be avoided. 1 might also say since I have interrupted, Mr. 
Chairman, that I think in approaching this question of the Govern- 
ment’s building the plants, rather than incentives through tax amorti- 
zation and otherwise, that careful consideration should be given to 
the experience in the administration and in the disposal of Govern- 
ment-owned facilities as a result of the prosecution of World War II. 

I agree with the Secretary that to a certain extent we must have in 
order to meet our mobilization requirements the authority to build 
Government-owned plants, but I think that that authority should be 
used very sparingly and very carefully because there is a tremendous 
advantage in having a plant producing for war purposes ef we hands 
of private enterprise because there is then an incentive to fit that 
production and to the domestic economy when the emergency is over 
which we did not have with our large number of fully Government- 
owned plants after the last war. The result was that they walked 
away from the plants and we sold them for much less than they were 
actually worth. 
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I think eventually the Government can get a great deal more re- 
turn by keeping them insofar as possible in the hands of private 
ownership. 

That is just my own opinion, but I think in weighing this whole 
subject, which is certainly one that has concerned us down on the 
other end of the Avenue, that consideration should be given to our 
experience in disposals and in the administration after the last war. 

I again repeat that wherever possible it should be avoided, and we 
have scrupulously avoided up to now the integration of Government- 
owned facilities and privately owned facilities, because that brings an 
impossible disposal situation and an impossible administration situa- 
tion. 

Mr. Gipson. There is one question that arises in this matter of 
renegotiating afterward; that is, that a great many of these people go 
out and finance their expansion on the basis that the ‘vy are going to 
get an amortization, whatever it may be, of 50 or 60 or 70 or 80 
percent. Whether or not that financing would be possible without 
this is difficult to state at this time, in which case, if they could not 
do it, we might hold up the production that we need. 

Senator ANpERSON. The Government can build it. I would just 
like to think that the Aluminum Co. of America could not borrow 
without that. I would feel the same way about the United States 
Steel and a few others. The last 1 knew they still had a reasonably 
good borrowing ability. 

Senator Corpvon. I cannot for the life of me see how it could make 
any difference, so far as the borrowing is concerned, if we have a 
reserve right to go only to an equity. If the amortization factor is 
out, then the lending agency gets its money. We have deliberately 
here provided that the borrower shall have returned to him by virtue 
of the profits he has made, and he is not going to put the plant in 
unless he is going to produce, and if it does produce there is a certain 
amount of money there, and we deduct from it, let us say, one-fifth 
of his total borrowing, and all his lender needs to have certain is that 
he is going to get the money. It is there for him. The only thing 
we would do would be to have recourse to the corpus, the thing itself, 
after it has been completely paid for. 

Secretary CHAPMAN. That is right. 

Senator Corpon. | do not see any difference in that 

Secretary CHapMAN. The value is the equity, aoe is in it. 

Senator Corvon. It is the worth from the end of the emergency 
forward to an owner who has paid nothing for it 

Mr. Larson. There is another thing that I think is important and 
that is the tax base of the operation. If the tax base is not there, you 
do not get the amortization. That is why you have to look at indivi- 
dual cases. In the case of a small producer who has no tax base to 
go on, amortization does not mean anything to him. So you do not 
get the amortization in every case unless you produce in order to 
establish a tax base that would permit it. 

The Cuarrman. Of course, the theory of the amortization statute 
was to encourage the investment of private capital in the construction 
of these fac ilities. Our problem is to make sure that excessive 
amortization is not granted and that, apprently, is what the Secretary 
is attempting to do with respect to the applications that come within 
his jurisdiction. 
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Secretary CHAPMAN. Well, it is not easy, | assure vou. 

The CuarrmMan. Do you feel under the Executive order you have 
in your Department the definite authority to determine whether or 
not a certificate approving such and such an amortization shall be 
made? 

Secretary CHapMAN. That authority is not mine. 

The Caarrman. Who has it? 

Secretary CuapmMan. Mr. Harrison has that under Mr. Wilson. 
Basic data are presented by us and we are recommending percentages 
as of this moment. Whether we will continue to do so, I do not know : 
but that is a problem which is being discussed now. 

Senator LenmMan. But you are recommending the percentage? 

Secretary CuapmMan. Yes; now we are for these. We have re- 
commended the percentages for those that we have approved. 

The CuarrmMan. You could be overruled? 

Secretary CoapmMan. Yes. They could raise or lower it. 

Senator LeHmMan. As a practical matter, have they overruled you? 

Secretary Carman. I do not recall any case where the NSRB did 
overrule us. I do not believe they have. Do you know of any? 

Mr. Boyp. No; I have heard there are some but I have not heard 
of them. 

Secretary CuapmMan. I do not recall any case. They were not of 
any significance or of such a small difference that it did not amount 
tomuch. There has been no real overruling, to my knowledge, of any 
major cases. 

Mr. Boyp. We discussed it with them before we made the rec- 
ommendations. 

Secretary Cuapman. We have worked very closely with them 
before we have developed the thing. 

Senator ANDERSON. I want to wind one thing up, that is to say I 
think there is a great deal on the point made by Mr. Larson that we 
want private industry to so build these plants that they have some 
value at the end of the war that they can be integrated without 
difficulty. The only point I make is one which Senator Cordon and 
Senator Lehman have mentioned and which I, also, have been making, 
namely, that there ought to be some way of taking a look and re- 
evaluating this thing at some time to find out if by renegotiation or 
by redetermining the amounts, some error has been made and we 
can correct it. 

The simple case I used is that every time a firm buys an automobile 
it is done over and over again, and if you can be that meticulous with 
a small automobile that your salesman drives on the highway, we 
ought to be able to do that with $100 million in the way of a plant for 
the Aluminum Co. of Amerie: 

Senator Corpon. If | may suggest, I think that would be done by 
virtue of the general internal revenue provisions. The value of 
property sold is not its original construction value or its reconstrue- 
tion value, but the value less its de ‘preciation, and if it has been 
completely depreciated it has no value and it is all profit. 

The CuarrMan. Relevant extracts from the Internal Revenue 
Act of 1950, with respect to amortization, were included in the 
previous testimony on January 19. (See pp. 3-5.) 

Mr. Secretary, you may proceed. 
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Secretary Coapman. Mr. Chairman, I think this is quite an appro- 
priate place to comment upon this before I proceed further with my 
statement. 

You asked me for my authority on amortization. I want to make 
one explanation of another matter pertaining to loans for exploration 
purposes. 

We have an agreement worked out between Mr. Harrison’s office 
and my own which we have not signed but, probably, will do so today. 
That agreement, in effect, allocates to us a certain amount of defense 
money for the purposes of making loans for exploration purposes, 
That authority is final in the terms that we make the final contract 
and arrangements for loans for exploration of properties. 

(Secretary Chapman notified the chairman on February 15, 1951, 
that the agreement referred to above had been signed by himself and 
E. T. Gibson, Deputy Administrator of the Defense Production 
Administration, which consummates the understanding. ) 

The CuarrMan. I am advised by the Bureau of the Budget that 
there has been no appropriation as yet made under section 711 of this 
law. I assume there has been no appropriation under section 304 (ce), 
so that this defense money of which you speak probably is the result 
of some borrowing? 

Secretary CuHapmMan. The Bureau of the Budget has made the 
arrangement itself through some funds which they have at their dis- 
posal and from which they have made allocations to us for defense 
purposes under the authority they have. 

The CuHarrMan. Will you try to determine what that is? 

Secretary CHapman. I will get that authority. They sent me a 
letter on that. They have allocated for the last quarter and the 
present quarter $1,925,000. We will probably not use half of that, 
because of the use we have now of so many on the Interior payroll 
and we will shift as fast as I can on that basis when it is determined 
properly. 

I would Jike to proceed with my statement because I think it will 
clarify some of the problems we are faced with here. 

Senator Corpon. May I interrupt you to ask whether the money 
that has been allocated to you is for administrative purposes or for 
advances to persons for exploratory loans? 

Secretary CHAapMAN. This is for administrative purposes, generally, 
on all of the defense activities. 

Senator Corpon. Nothing has been made available for advance- 
ment as loans in the minerals field? 

Secretary CHapMAN. No, not yet. This agreement that | have 
here was given to me this morning as an agreement worked out 
between my own department and Mr. Harrison’s office. 

Senator Corvon. Is there any limitation there on the amount that 
you may use for exploration purposes? 

Secretary CHapMan. We have asked for $10 million for the purpose 
at the moment. That is for the fiscal vear. 

Senator Corpon. That comes out of the $600 million authoriza- 
tion? 

The Cuarrman. The information which I have from the Bureau 
of the Budget is that of the $600 million authorized to be borrowed, 
$260 million has already been spent for loans and for procurement, 
but whether it has been spent by this ageney I was not advised. 
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Secretary CHAPMAN. My agencies are now processing for recom- 
merdation to the Defense Production Administration more than 150 
applications for loans approximating $100 million. We are also con- 
sidering recommendations to DPA for procurement contracts which 
could amount to hundreds of millions of dollars. As I already stated 
the final certifications on these matters are made by the Defense 
Production Administration. 

In view of the large sums involved, you can readily understand why 
I have been somewhat cautious in permitting recommendations to 
move forward to DPA. Billions of dollars of direct expenditures or 
diversions of public funds are already involved in these cases. Actions 
taken now, and those to come, are of very great economic significance. 
I feel very strongly that these actions should be taken within the 
framework of well-thought-out programs, and in accordance with care- 
fully prescribed policies. I know that Mr. Wilson and General Harri- 
son are devoting a great deal of thought to this problem, and I expect 
that in the near future I shall have available the guidance which will 
make it possible for the Interior agencies to move ‘ahead more rapidly 
in processing individual cases. I shall mention later a specific phase 
of this problem. 

The CuarrMan. I should like to ask whether you have any contact 
with Mr. Searls. 

Secretary CHAPMAN. Not personally, but he has been working with 
Mr. Bovd here and has contacted him constantly on the programs 
being developed. I have not personally talked with him. 

The Cuarrman. Then, Mr. Boyd, do you go to Mr. Searls or does 
Mr. Searls come to you? 

Mr. Boyp. I might say both. If we have mutual problems, some- 
times he calls me and sometimes I call him. 

The CuarrmMan. Do vou jump over the Defense Production in these 
conferences or do you go to the Defense Production? 

Mr. Boyp. We have no direct authoritative relationship. We have 
only been discussing questions of policy. We have not taken any 
action, on his part, or have I acted on his direction. 

The CuarrmMan. He gives you no direction, then, with respect to 
the operations which you perform under the Secretary? 

Secretary CHapmMaAn. Mr. Searls would not do that. That would be 
out of line with procedure. 

The Cuarrman. That was obvious. That is why I am trying to 
make it clear. 

Secretary CHAPMAN. That is right. 

The CHarrMan. Because I want to determine specifically what the 
function of Mr. Searls is in this whole operation. 

Secretary CHAPMAN. He is obviously with Mr. Harrison and Mr. 
Wilson in helping develop this policy that I am talking about. 

The CHarrMANn. Your judgment is that he has nothing to do with 
operations? 

Secretary CHAPMAN. No. 

Mr. Larson. I understand he is a consultant. 

Secretary CHapmMan. He would have nothing to do with opera- 
tions. He is a consultant. I want to say this, gentlemen, I never 
knew Mr. Wilson except by reputation until I met him after his 
appointment in this present position. I never met a man who 
inspires deeper confidence in the things that he is trying to do than 
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he does. And he has beea working with my office in the most har- 
monious way that a man could. 

I want to say that I think he is entitled to the Congressional Medal 
of Honor for even taking the job in the first place. It is a most 
difficult position for any man to fill. I would be the last one who 
would want to throw any obstacles in his road to success in develop- 
ing this policy and working it out. He has not in any sense inter- 
fered with the operations that have been assigned to my office. And 
in the meantime, he has attempted and is attempting to work out 
policies for guidance, which is his responsibility, and that they are 
doing and are working hard at it now. 

Senator ANDERSON. Mr. Secretary, I think you recognize that the 
chairman’s questions were not directed at Mr. Wilson, but at this 
question of Mr. Searls, whom some of us know as being connected 
with the Newmont Metals or Mining Co., and a most active opponent 
of legislation which we have been trying to get through to benefit 
mining in the United States. And we naturally are alarmed when 
the person who has most strongly opposed the development of 
domestic mines now gets in the position where he has something to 
say about the development of those mines. 

The CHarrman. The Senator from New Mexico has read my mind. 
Mr. Searls is the president of the Newmont Mining Co., and I think 
was largely responsible for the defeat of a bill which this committee 
unanimously endorsed, which the Senate unanimously passed, and 
he wrote a letter to the chairman of this committee in which he said 
that the best thing that Congress could do for the mining industry 
was to leave the mining industry alone. He was objecting to Gov- 
ernment subsidies for domestic mines, and yet the Newmont Mining 
Co. was a participant in an ECA loan for the development of minerals 
in north Africa. I am very, very much interested to find out what 
policy directives will flow from any advice that he gives with respect 
to the development under the stockpiling law and under the Defense 
Production Act of domestic sources of strategic and critical materials. 

Senator AnpERSON. May I go farther, and I think it is perfectly 
proper for us to ask the Secretary of the Interior and the head of the 
Bureau of Mines how they are going to fight back against this influ- 
ence, that we know will now be there, to close every mine that we 
have in this country for the benefit of those in other countries. It is 
a perfectly open and shut case of putting a man in there to look 
after eggs that are in his basket. 

Secretary CHAPMAN. I realize, as all of you do, that any legislation 
pertaining to mining is probably one of the most difficult. I cannot 
think of any other legislation that is more difficult to work out 
equitably than the mining laws. It is really one of the most difficult 
legislative programs we have. 

There is a wide divergence of opinion about what is proper and 
what is not proper for encouraging mining in this country. 

Senator Murray. I would like to ask you, Mr. Secretary, before 


you go on, would Mr. Searls have any connection with recommending 


the establishment of plants in other countries for the purpose of 
providing war materials? 

Secretary CuapmMan. I do not know what his authority would be, 
Senator, regarding his advice on matters on foreign programs, but, 
obviously, he is a consultant to Mr. Wilson and he will consult with 
him on whatever Mr. Wilson feels he wishes to have his advice about. 
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Senator Murray. I understand there is a program being talked 
about with reference to building a huge aluminum plant in British 
Columbia and that the idea would be that this country would enter 
into a contract with them and advance the funds through which they 
would be able to construct this plant, the same as they did in Quebec 
during World War II, which gave them a premium price on the 
aluminum, which enabled them to pay off the cost of that plant. 
The same plan is on foot now with reference to the construction of a 
plant in British Columbia, instead of having plants of that kind 
constructed in the United States. 

Secretary CHApMAN. If it is, it is not with the Department of the 
Interior. We are not carrying on any such negotiations at this time. 
Mr. Boyd, who is my principal adviser on mineral program develop- 
ments, has not advised me of any such plan being under way in which 
he has given any advice or upon which he has made recommendations. 

I presume we have all seen some statements in the press that there 
had been some conferences between the Secretary of Commerce and 
some of the officials of Canada. I do not know what those confer- 
ences covered or what they mean, other than the information that I 
have obtained since that there has been no program worked out, 
there is no recommendation of any kind to finance anything in 
Canada on the aluminum program. I do not see anything in the 
picture at the moment myself that would justify that or call for it. 
Whether circumstances in the future may change it, I do not know. 

Senator Murray. You may proceed. 

Secretary CnapmMan. I know, Mr. Chairman, that you are partic- 
ularly concerned with the problem of increased output of metals and 
minerals. In your letter of February 8, you drew my attention to 
provisions of the stockpiling law, Public Law 520, Seventy-ninth Con- 
gress, dealing with this subject. Section 7 of that law authorizes and 
directs the Secretary of the Interior, through the Director of the 
Bureau of Mines and the Director of the Geological Survey 
to make scientific, technological, and economic investigations concerning the extent 
and mode of occurrence, the development, mining, preparation, treatment, and 
utilization of ores and other mineral substances found in the United States or its 
territories or insular possessions, which are essential to the common defense or the 
industrial needs of the United States. 

Kver since the passage of Public Law 520 the programs of the 
Geological Survey and the Bureau of Mines dealing with mineral raw 
materials have been oriented to this section. Within the limits of 
funds appropriated these programs have been directed toward the 
solution of the problems mentioned in the act. The Geological Sur- 
vey’s geological division has been engaged in determining the extent 
and mode of occurretice of mineral de ‘posits. The Bureau of Mines 
> as developed projects for improving mining methods, preparation and 

‘eatment, and other processes for exte nding the value of the known 
ore deposits. Projects have been constantly under way for the utiliza- 
tion of existing ores and minerals which are found in the United States. 
Furthermore, the field scientists of both Bureaus have been constantly 
engaged in examining prospects and deposits brought to their attention 
which contain critical and strategic materials. 

I think it would be well to have in the record how many field and 
regional offices we have. 
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Mr. Boyp. We have eight regional offices. I cannot cell you the 
number of suboffices in them. 

The Geological Survey and the Bureau of Mines are working to- 
gether. 

Secretary CuarpMAN. Both agencies are working as a team and | 
have never seen better teamwork. 

Senator Corpon. May I say that I have had mighty comforting 
reports from my own section of the United States with reference to the 
work they have been doing. 

Secretary CoapMan. Thank vou. I appre ‘late that 

Senator Corpon. They are in the field actually working 

Secretary Cuarman. That is right. As you know, we have de- 
ce ntralized the bureaus a great deal. We have put everything in the 
field that we possib ly could for work to be done The Geologie: al 
Survey is far more decentralized than many people think it is. Some 
people feel that because they have some operating units around 
W: ashington, their whole operating staff is in Washington, which is 
quite a mistake. They probably are one of the most decentralized 
agencies in the Department of the Interior. I had those figures here 
recently i in a letter that I had prepared. There were some 3,000, I 
believe. 

A part of the Bureau of Mines program has been directed toward 
the development of deposits that have been brought to the Bureau’s 
attention, either by the Geological Survey or by private industry. 
This has been in the nature of drilling and other exploratory mining 
methods for the proving of reserves from geologic and surface indica- 
tions. These activities have been carried on across the board for 
virtually all the strategic materials known in this country and have 
resulted in the outlining of substantial ore tonnages which had 
hitherto been unknown or undeveloped. During the last war this 
program was carried on to a much greater extent than since the war, 
principally because sufficient funds were not appropriated in the 
intervening period. As the result of such exploration projects during 
World War II, deposits are in production or coming into production 
which would not otherwise have been available for the present 
emergency. 

The most dramatic examples are, of course, the antimony, tungsten, 
and cobalt deposits in Idaho, and the San Manuel copper deposits in 
Arizona. The first has already produced substantial quantities of 
antimony and tungsten and it is anticipated that cobalt will be in 
full-scale production by the middle of the summer. The large copper 
deposit in San Manuel, Ariz., is under contract negotiation now and 
is expected to be brought into production in the next few years. 

[t is more difficult to give specific examples of the dissemination to 
industry of engineering data resulting from research for the i improve- 
ment of metallurgical processes. But the success of this program is 
substantiated by the large number of visitors to the Bureau’s labora- 
tories, the volume of requests for information received, and the actual 
assistance given to industry on specific problems by the metallurgical 
experimental stations. Although we cannot evaluate results in detail, 
it is quite obvious that this work carried on under Government aus- 
pices has been of material help in converting lower grade deposits into 
useful economic operations. Metals are now being produced from 
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these deposits for our current needs, and are available for diversion 
to the stockpile. 

In reference to sections 302 and 303 of the Defense Production 
Act of 1950, which authorizes the encouragement and development 
of domestic resources, we have been trying to devise policies and pro- 
cedures under which the financial tools provided by the act can be 
effectively utilized. This cannot be accomplished in a vacuum, how- 
ever. We must consider the over-all policy on the use of financial 
aids, and, in some instances, the tax laws. As Dr. Boyd reported to 
you in your last meeting with him, the effect of revenue laws as they 
existed at that time made it somewhat difficult to develop an effective 
minerals exploration program. The provision in the recent excess 
profits legislation which makes it possible for grants or loans from the 
Government to be exempt from taxation as income has facilitated 
working out a program for the exploration and development of min- 
erals. Dr. Boyd has recently submitted such a program to the De- 
fense Production Administration, and is currently discussing it with 
the officials of that agency. 

Senator ANDERSON. I should like to ask whether Mr. Searls will 
be the consultant for Mr. Harrison when you discuss it? 

Secretary CHAPMAN. Mr. Searls is a consultant with Mr. Wilson, 
and presumably he will consult with Mr. Harrison. I do not know. 

The CHarrMAN. We might ask Mr. Gibson here whether there 
has been any such consultation. 

Mr. Gipson. I have met Mr. Searls once in the last month, which 
is as long as I have been here. 

The CHarrMan. Was that meeting in connection with the develop- 
ment of policy? 

Mr. Gipson. No, sir, it was to offer me his assistance in any way, 
shape or form that I might need on handling certificates for loans or 
tax amortization. Nothing specific was talked of at the time. It 
just happens that I have not called him since. I did not know about 
this until now. 

Secretary CHapMAN. The thing that I am just talking about, gentle- 
men, brings to mind this memorandum that I have before me for my 
signature, which puts into effect that section of exploration loans that 
| just explained a moment ago. 

(Secretary Chapman notified the chairman on February 15, 1951, 
that the agreement referred to above had been signed by himself and 
Mr. E. T. Gibson, Deputy Administrator of the Defense Production 
Administration, which consummates the understanding.) 

Secretary CHAPMAN. Dr. Boyd can explain this proposal in more 
detail, but I understand that it resembles in good part the exploration 
and development phases of Senate bill 2105. It provides for Govern- 
ment matching of funds with individuals or companies who have 
bona fide projects for exploration, with some provisions for repayment. 
The matching formula may have to be a variable one, depending on 
scarcity of the particular commodity, and the extent to which extra- 
ordinary risk is involved. 

Inasmuch as most of this exploration and development work will 
be largely carried out by the small miner and prospector, we have in 
preparation simplified procedures for obtaining financial assistance 
As Dr. Boyd informed you, we have integrated the mineral work of 
the Department through the existing bureaus of Geological Survey 
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and the Bureau of Mines, coordinated by the Defense Minerals 


Administration. 

Since it would be too expensive and difficult for a small operator to 
come to Washington to make arrangements to carry out this work, 
field offices have been established to aid the small miners. For their 
convenience these offices will be located in each of the mineral pro- 
ducing areas. For the time being, the field offices will send applica- 
tions to Washington, but as soon as this system is proved to be 
workable, we expect more responsibility will be delegated to the field. 

That we want to do as fast as we can, so that the field offices can 
pass on these applications. 

Inasmuch as this requires an additional staff which is very difficult 
to obtain, we cannot set up all of these offices fully manned and 
equipped as quickly as we should like. We hope, however, to have the 
system in full operation by midyear. 

You stated in your letter to me, Senator, that this part of the pro- 
gram has been relegated by the Defense Minerals Administration to 
third place. I am sure than in reading Dr. Boyd’s recent testimony 
and from what I have told you today it will be clear that, although it 
is listed as the third part of the program, it will not be delayed until 
the other parts of the program have been completed. 

That was not the intention or purpose of putting it in that order. 
In fact, the activities in each of the three phases are being worked on 
concurrently. We are all convinced that the exploration and search 
for new mineral deposits is as important as actual mine operations. 

The Defense Minerals Administration has notified the industry 
that applications for loans and contracts would be accepted even 
though the machinery was not available for taking final action on 
those applications. A large number of applications for exploration 
and development have been received. Those that require a field 
check have already been sent to the field for the examination. This 
process had to be undertaken, even though over-all policy had not 
vet been formulated so that with these preliminary steps out of the 
way, the program once finally organized would be able to move rapidly. 

I fully realize that the small operators in the field are impatient to 
get under way and do their part in the defense effort and I share with 
them that impatience. Unfortunately, there have been many factors, 
some of which I have described, which make it impossible to do these 
things in a short period of time. 

Of particular significance is the requirement for professional man- 
power to handle the technical phases of the program, in the face of a 
universal shortage of such personnel. At the beginning of World 
War II there were large numbers of unemployed mining engineers 
today there are virtually none. We have had to recruit staff members 
from existing mining operations in order to handle our work and it 
has been difficult for the mining companies to replace these men in 
their own operations. Consequently, it has been difficult for the 
Defense Minerals Administration to build up its operating staff. 
To the greatest extent possible, we have tried to recruit personnel 
who were engaged in the Government’s efforts in this field in World 
War II. We have accomplished in the last oe aes with all 
these handicaps some things which took from a year to 2 years to 
accomplish during the last war. 
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The small miner can make a very great contribution in the field of 
exploration and development. There is, however, the additional step 
of facilitating the production by the small miner from exi isting sources. 
We are in the process of planning for this program which will, from its 
very nature, have to be broken down into a large number of com- 
modity programs—each related to the requirements of each commodity 
for military and soneiaiaa civilian needs. Because of the mortage of 
manpower and the pressure of circumstances, we have had to con- 
centrate on the most urgent commodities first. We are working very 
closely with the General Services Administration which is responsible 
for procurement upon certification from DPA, and I fully expect that 
the results of our planning in this area should be available in the near 
future. Dr. Boyd will, I am sure, be glad to tell you more about this 
matte 

My position concerning the role of small business in our economic 
life generally, and in the mining industry in particuiar, is well known. 
I can assure you, Mr. Chairman, that in the administration of the 
agencies under my jurisdiction, every effort will be made to provide 
for the effective participation in the defense program of this vital 
element of American business. As you know the Defense Production 
Administration specifically directs that small business enterprises be 
encouraged to make the greatest possible contribution toward achiev- 
ing the objectives of the act. In establishing the industry advisory 
committees calied for in the act, I shall be particularly alert to the 
requirement for consultation with small business. In addition, I hope 
to arrange for an appeals procedure which will facilitate bringing to 
my attention promptly those matters which the business community, 
particularly the smaller units, feel shouid be reevaluated. 

I appreciate this opportunity to appear before your comm ittee at 
this time and to make this report. I believe that frequent reports 
such as this will be helpful to us in our work and the committee can 
be assured that the Department of the Interior desires to keep the 
committee fully informed of all its activities at all times. 

I want to say that we welcome your suggestion and your help on 
this matter. Itisnoteasy. It is difficult. We all realize it. Prob- 
ably being only human, we will make some mistakes, but we are trying 
to cut those to a minimum in our efforts of getting this program 
under way. 

The CHairmMan. I would like to ask Mr. Gibson whether the Defense 
Production Administration has acted upon this proposal which the 
Secretary has just described? 

Mr. Gisson. This $10,000,000? It has not actually been signed 
as yet, but I have been over it with my staff and I am ready to sign it. 

The CuHarrMan. You are satisfied trom your point of view? 

Mr. Gipson. Yes. 

The CuHarrMan. Since, Mr. Secretary, you said that Mr. Boyd 
would be ready to go into the details of it I think this is, probably, 
the time to do that. 

Secretary CHAPMAN. Very good, if you want to. I have not read 
this, by the way. I just glanced at it a moment ago, but in discussing 
the principles of it with Mr. Boyd some time ago it sounded like a 
very good approach to me. As I say, I have not read the document 
itself, 

The CuairMan. If you will, indicate who would describe it 
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Secretary Cuapman. | think Mr. Boyd would be very good to give 
some explanation of the workings of this document, what it would 
mean, how the procedures would work. 

The CuatrMan. What is the proposal? 

Mr. Boyp. The proposal, Mr. Chairman, is to provide grants for 
exploration projects in which the Geological Survey and the Bureau 
of Mines would approve in the field that it was a bona fide project. 
We would then enter into a contract with the individual or corporation 
involved to go ahead with it, to undertake the exploration work which 
they had requested of it that they wanted to do in this particular field. 
We would enter into a contract with them whereby if they would be 
successful they would, on a royalty basis, repay the moneys that were 
advanced by the Government to them. 

Furthermore, we would make on the general basis of a 50-50 
matching basis such a loan, but in some of the most critical and stra- 
tegic materials in which there is a very great risk such as mica, 
~— wanese, and chrome, where there is very little likelihood there will 
be developed economic enterprises that could continue in the face of 
normal competition in normal times we would, probably, go further 
than that in the matching funds anywhere from 50 to 100 percent, 
depending upon the project involved. We anticipate we will have to 
work that out and make it clear to the miners in the field under what 
terms they would be operating, so that they would know in those 
particular commodities what they could expect in the way of a grant 
from the Government to carry out that work. 

The CuarrMan. Then will this document be drawn in such specific 
terms that those who are imterested in it 
what they may expect, what cooperation they can get? 

Mr. Boyp. I think there are two steps involve d: No. 1, this docu- 
ment would give the Secretary of the Interior the authority to go ahead 
with such program and dispense those funds himself through his 
agene ‘ies In the field. We are now in the process of drawing ui che 
detailed instructions to the field and the criteria under which we will 
operate so that we can ont it out to the field. Of course, we Heli ot 
do this in advance until we knew what program we would get. Mr. 
Gibson’s assurances are coming through. We are now going through 
with the people who are experienced in the field, drawing them back 
from private enterprise to draw up those procedures for us. It will 
not take as long as it did last time, because we have the experience 
behind us. 

The CuarrMan. Do you know what particular strategic and critical 
materials you are searching for? 

Mr. Boyp. Yes, sir. We will 
publish that list. 

The CHairMAN. Do you have the list ready now? 

Mr. Boyp. No, sir; we do not have it ready yet. 1 think it would be 
the list we have given out before. I cannot give those from memory. 
lt would be pretty well the strategic and critical lists we have for the 
Munitions Board stockpiling. It will go beyond that, 
are not in the stockpiling. 

The CHAIRMAN. \\e have the latest report of the Munitions Board 
of January 23, 1951, on stockpiling. J gather from what you say 
that this operation will be intended to complement the stockpiling? 
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Mr. Boyp. That is correct, sir, it will. I might go beyond that. 
There are some materials which are not in the stockpiling list that we 
may need for the war effort. So we might go beyond that. 

The CHairRMAN. Is there any reason why you should not read that 
document to the committee now? 

Secretary CHAPMAN. I do not care. I have not approved it yet. 
I want to read it before I sign it. 

The CuarrMan. Yes, of course. 

Secretary CHapMAN. If the committee wishes to see it, all right. 
It is an interdepartmental, interagency communication. 

The CuarrMAN. I do not want to ask you to put on record anything 
that you are not ready to put on record, but since you have discussed 
it, perhaps vou may desire to offer it to the committee. 

Secretary CHAPMAN. I do not know whether I am ready to put it 
on record or not, because I have not read it. This is the proposal 
that he is making to the Secretary of the Interior. 

Tle CuairmMan. It might be well for us to know. 

Mr. Boyp. This will be a letter which we have prepared for the 
Secretary's signature to General Harrison. 

The CHarRMAN. You have not sent any such letter vet? 

Secretary CHapMAN. This will be the letter. 

Mr. Boyp. I sent as a staff operation a letter outlining the general 
proposal to Mr. Harrison direct with a copy to the Secretary. That 
put his staff to work on the background for approaching it. Our two 
staffs have worked out the best means of doing it. 

The Cuarrman. That letter was sent as of the 2d of February, as | 
understand it? 

Mr. Boyp. Yes. 

The CuarrmMan. This is the outgrowth of that proposal by you to 
General Harrison? 

Mr. Boyp. That is correct. 

The letter is as follows. 

Gen. W. H. Harrison, 
Administrator, Defense Production Administration, 
Washington, D. C. 

Dear GENERAL Harrison: I wish to submit a request for $10 million under 
section 344, title II], of the Defense Production Act of 1950, to be used in accord- 
ance with section 303 (a) (2) of that act to encourage exploration for the critical 
and strategic metals and minerals listed in exhibit A, and such others as may be 
certified by the Secretary to the Defense Production Administrator from time to 
time. The Secretary requests approval of the program, the allocation of funds 
for this purpose and authority to enter into contract; for exploration projects 
ealling for the expenditure of commitment of funds within the limits of the 
requested authorization. 

Program: 

1. The Secretary will receive applications for Government participation or 
assistance, by means of grants, in exploration projects. 

2. The scope and physical extent of each project will be investigated and 
defined by the United States Geological Survey and the Bureau of Mines for 
Defense Minerals Administration and approved by the Secretary. 

3. As to projects approved by the Secretary, the Government will enter into 
exploration contracts on a project-by-project basis on the general principle that 
funds contributed by the Government will be matched by private capital, such 
contracts to provide that the funds provided by such capital will in general be 


expended prior to or concurrently with the expenditure of funds provided by the 
Government. 


4. With respect to the most strategic and critical metals and minerals th« 
Secretary mav depart from the matching principle in whole or in part if he finds 
that such action is necessary to accomplsih the objectives of the program. 
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5. The contracts referred to in paragraphs 3 and 4 above will provide that the 
applicant will repay on a royalty basis from net mill, smelter, or other proceeds 
from such project, an amount not in excess of the Government’s contribution, as 
the Secretary may determine. 

6. Advances of Government funds will be made periodically at the discretion 
of the Secretary. Reports of expenditures and progress will be submitted by the 
applicant not later than 15 days after the close of each month. 

7. Periodical checks will be made by Government engineers and geologists for 
Defense Minerals Administration, and the applicant will be required to keep 
adequate records of each project. 

8. In the event the applicant is operating under a lease, he shall submit a copy 
of the lease and a certification by the owner that the lease is in good standing. 

9. Government funds shall be used by the applicant only for direct costs and 
operating overhead of the project and not for administrative expenses not directly 
related to the project. Expenditure of Government funds by the applicant for 
machinery and equipment shall be on such terms and subject to such conditions 
as the Secretary may determine. 

10. Financial assistance by means of exploration grants will not be supple- 
mented by direct loans to the applicant under section 302 of the Defense Produc- 
tion Act for the purpose of supplying him with funds for his participation in 
exploration projects in which the Government has participated under this program. 

11. Funds made available for this program will be expended by the Secretary 
only in the areas specified in section 713 of the Defense Production Act. 

12. Funds received by the Secretary in repayment of advances under the 
exploration program shall not be retained by the Secretary but shall become part 
of the funds available under section 304 in order to maintain the revolving nature 
of such latter funds. 

13. The Secretary will supply Defense Production Administration with periodic 
reports on the progress of the program. 

Legal authority: The legal authority for this project is contained in sections 
303 (a) (2) and 304 of the Defense Production Act of 1950 (Pubiie Law 774); 
Kighty-first Congress (approved September 8, 1950), and Executive Order No. 
10161 dated September 9, 1950, and Executive Order No. 10200 dated January 
3, 1951. 

Funds: In order to proceed with the above-described program the Secretary 
requests that $10,000,000 be made available for the curreat fiscal year under 
Section 304 of the Defense Production Act of 1950 to be disbursed or committed 
for on the order and authority of the Secretary for the purposes and in the manner 
above described. 

The program outlined above is necessary in the interest of National defense, 
funds for this purpose are not otherwise available to the Department of Interior 
and the program cannot feasibly be carried out by any other means than that 
provided by title III of the Defense Production Act. The project shall relieve 
shortages of these metals and minerals to a substantial dezree without diverting 
unnecessarily either materials or manpower otherwise essential to the defense pro- 
gram. Further, it will be effected by utilization of small business to a very large 
degree and shail not result in any increase in the concentration of economic power 
in contravention of existing law. 

Recommended: Secretary of Interior. 

Approved: Deputy Administrator, Defense Production Administration. 


Exureir A 


Manganese Cerium and rare earth ores Mercury 
Chrome Columbium Zine and cadmium 
Cobalt Lithium Asbestos 
Nickel Platinum group, unrefined Crvolite 


Tungsten 
Molybdenum 
Fluorspar 
Miscellaneous 


materials 
Tantalum 
Antimony 
Bismuth 


Sulfur 
Kvonite and other mullite 
refractories 


ferroallov Mica (strategic grade) 


ores Copper Monazite 
servi Lead 
(Norse.—Secretary Chapman notified the chairman on February 15, 1951, 


that the above agreement had been signed by himse f and Mr. FE. T. Gibson, Dep- 
utv Administrator of the Defense Production Administration, which consum- 
mates the understanding.) 
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The CuHarrMan. Is there any mercury in that list? 

Mr. Boyp. Yes, sir. 

The CHairMan. Graphite? 

Mr. Boyp. I think graphite is here. It should be. 

I find that it is not in here. It should be in here. 

The Cuarrman. I said mercury because this morning’s paper has 
a story from Madrid that the producers of mercury in Spain have 
upped the price. 

Senator Corpon. Again. 

Secretary CHAPMAN. Let me call your attention to something that 
is in this as I listened to it here. It has a fe ek in it that I know 
Congress as a rule does not favor; at least, it has not in the past. 
They have had some resistance to creating re aan funds. QOut of 
this there will be created a revolving fund. I want you to know that 
that is what is happening. I think it is good in this case. However, 
[ want you to know that is what is involved in this kind of an agree- 
ment if L approve it. It does create a revolving fund. I think 
will be beneficial and helpful to us to use. 

What the terminating date of this is m terms of law, I do not know. 
I would have to have the lawyers take a look at it. Does it end when 
the Defense Act ends or does it end at any time? Are there any 
terminal facilities to this thing that | will require a lawyer to look at? 

It is creating a revolving fund for this purpose which we will have 
control of operating, relending and relending to the miners 

Mr. Boyp. If 1 may, may | correct that impression. This does not 
do that for this program. The money that ts coming in goes back into 
the $600 million loan authority, not into your pocket. 

Secretary CHapmMaNn. There is a little statement in here that creates 
a revolving fund. That is the reason I want to look at. this very 
carefully. 

Mr. Boyp. The funds received by the Secretary in payment of 
advances shall not be retained by the eecretary, but shall become 
part of the funds available under section 304. 

Secretary CHAPMAN. In the nature of a revolving fund 

Senator ANDERSON. That does not create one here. 

Secretary CHAPMAN. Not in the Interior, but it creates a revolving 
fund. It does retain that fund for that purpose. 

The CHarrMan. Whether or not that is a revolving fund would 
cle pend how this $690 million loan is te be handled. 

Secretary CHAPMAN. Yes. 

The Cuairman. The total amount borrowed under the provisions 
of this sectlon by all such horrowe i shall hot exceed an aggregate of 
$600 million outstanding at any one time. That would, of course, be 
a limitation. 

Secretary CHAPMAN. That would be a limitation on it. 

The CaarrmMan. This is $19 million. If I remember correctly, you 
spoke about something like $8 billion of amortization and 300 cases 
granted, carrying $2 billion already. 

Secretary CHarpMan. That is right. 

Senator Corpon. A limitation in law only. 

Secretary CHAPMAN. That $600 million is not limited under the 
amortization law. 

The Cuairman. Mr. Secretary, this morning I received a telegram 
from Mr. Edward H. Snyder of Salt Lake City. He is the president 
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and general manager of the Combined Metals Reduction Co. at Salt 
Lake City. He testified before this committee on July 18, 1949, in 
ounpers of the bill that we were considering and were trying to draft, 

2105, which was afterward approved by the committee and with 
the cooperation of the Department of the Interior, your own coopera- 
tion, Mr. Secretary, and the diligent labors of Dr. Boyd, the bill 
finally got out of this committee and was passed by the Senate. Mr. 
Snyder “sends this wire which may prompt you or Dr. Boyd to make 
some additional comments to us. It is addressed to the chairman 
[reading]: 

Our industry has more aches and pains than when I last appeared before your 
committee. Shortage of zinc has vitally affected small firms in die casting as wel 
as curtailed the galvanizing operations of big and little companies. The recent 
change in procurement for stockpile wiil temporarily alleviate this problem, but 
we anticipate deficiency in smelter supply of zine concentrates equivalent to more 
than 100,000 tons of slab zine during 1951. a cis selling in the foreign market 


at several cents per pound above our domestic price which seriously handicaps 


domestic smelters in obtaining normal Su} ply of foreign concentrate S. Domestic 
production from small and high-cost mines can be increased to close the gap if 
1 SA allows domestic prices to be increased to the level of foreign prices and a flat 
bonus is paid to domestic mines for new productio1 ixploration and develo} 

ment program essential for our future production. Cost of grants required for 
this purpose, to say nothing of the time, will be greatly reduc ced if bonus for nev 
production is established and domestic price allowed to increase to equivalent of 
foreign price. We know our friend Jim Boyd is doing all he can, but suspect 

is tied down by the imponderable inertia and fears usuaily had in Washingtor 
policy committee groups when real constructive action is required Your many 
western friends will be grateful for anvthing vou can do to get a solution to this 


problem. 
My best wishes to vou. 
ep RD H. SNYDER, 
That prompts two q uestions. Of course, wherever any commodity 
is produced under conditi ons about which ry 2% minor portion of 


what we need in the United States is produced in the United States, 
the world price exercises a very direct effect ai how much we can 
cet If a ceiling price is put upon domestic production which is 


lower than the world price, the natural eifect of that is to whatever 
extent might be the result, to act as an embargo on the importation 
of the foreign supplies that we need. You will reeall the statement 
of Mr. Straus which was made at the luncheon that Senator MeCarran 
arranged some weeks ago, the statement he made with respect to 
silver and with respect to the purchase in nent countries of the 
supplies, that is, mineral supplies from foreign mines 

Have vou gone into this possibility that that world price differential 
shall be quite an impediment? 

Mr. Born. Yes, sir. We have followed it very diligently. It is 
a very difficult problem, as | am sure you realize, if you raise them, 
the competitors continue to raise them on the world market price 
and you add to world inflation. We have been working with the 
KSA, that is, the Economic Stabilization Agency, to see what we can 
do with them. They are particularily anxious to get our advice on 
this thing, to see what we can do to alleviate this situation pricewise. 
We have not come up with a proper solution yet, but I think we are 
approaching it. 

The CHarrMan. Is there any possibility of working out an alloca- 
tion program through the State Department with the other countries? 


78661—51 6 
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Mr. Boyp. I think you may have heard that the Government is 
now working on arrangements with foreign countries in these various 
commodity fields. One is in the ease of zinc and lead. 

The Cuarrman. It has not worked up any steam as yet, so far as 
I have been able to determine. 

Mr. Gipson. I have been appointed the American member of the 
central board. We are in the process now of setting up the various 
commodity committees, the first one of which will meet February 26, 
and they will continue right on after that. I think it is now under 
way. 

The CHarrmMANn. These are commodity committees relating to 
metals and minerals? 

Mr. Gisson. And materials. 

Senator Corvon. What can the committees do? 

Mr. Gipson. They are international committees on which an 
American member will sit. Our position will be worked out with 
them, and their positions will be worked out with us, I hope, toward 
an agreement. If not, why, it will have to be referred somewhere else. 

Senator Corpon. You mean a price-fixing agreement? 

Mr. Grsson. I do not think price. I do not know whether price 
will come into that or not. I suppose that it will. There will have 
to be a consultation with ESA on that. 

Senator Corpon. The very meat of this is price. 

The Cuarrman. Yes; unless there was an intercountry agreement 
to allocate supplies. I have urged the State Department with respect 
to wool, for example, that if the British Government and the British 
Dominions are unwilling to peg the world price of wool so that we shall 
not continue to be competing with ourselves, with our allies and with 
the Russians for the purchase of the Dominion supplies, it will be very 
difficult for us to get the wool that will be needed to supply the mili- 
tary forces we are apparently going to equip under the North Atlantic 
Pact. 

Senator ANDERSON. You should extend your congratulations to the 
British for being able to get rid of their 40-year stockpile in 8 years 
and thereby creating a shortage at the present time. Certainly an act 
of tremendousness. 

The Cuatrman. There was such a world-wide demand for wool 
exceeding all previous records that perhaps they just stumbled into a 
lucky market. 

Senator ANpERSON. Lucky? What I am trying to say sarcastically 
is that if they had only allowed us to proceed with the program which 
you and others proposed for the orderly liquidation of these stockpiles 
of the world they would now be caught with about 5 years’ supply on 
hand and so would we, and we would not be in that market competing 
with each other. 

The Cuarrman. The answer to that, it seems to me, is to have the 
British Government cither agree to peg the price and stop the inflation 
or to allocate to us for our purchase a specific quantity of the wool, 
but that is neither here nor there. 

I understood, however, in relation to the question asked by Mr. 
Snyder that the Price Administration did issue a modification of the 
ceiling, the over-all freeze, with respect to strategic and critical mater- 
ials. Do you know about that? 

Mr. Boyp. May I] ask Mr. Douglas to talk about that? 
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Mr. Dovuatas. The price freeze order which was issued on January 
25, 1 believe, in respect to strategic metals and minerals froze the price 
At that level at which any producer happened to sell, the highest price 
level at which any producer sold during the base period, and that has 
led to tremendous confusion. One shipper of tungsten happened to 
sell a small lot at $42 a unit and some other producer sold as high as 
$65 a unit. They are frozen technically until the Price Administra- 
tion authorities level the whole thing off and set an cver-all price ceil- 
ing. It is on that very problem that our office is working at the 
present moment. 

The CuarrMan. Do you recall supplementary regulation No. | 
which 1 was told was a modification of the original freeze exempting 
certain military purposes and sales which would include strategic and 
critical materials? 

Mr. Dovauas. I do not think that covers the metals and minerals 
we are speaking of. 

The CuarrMan. You are working on it? 

Mr. Doveras. We are, certainly, working on it, because we are very 
cognizant of this world and domestic price differential which could 
have the effect, as Mr. Snyder points out, and has had the effect in 
zine and lead, of cutting us out of many imports that we normally find 
flowing to this country. 

The CuarrMan. The second question that lw ante ‘d to ask prompted 
by this wire relates to Mr. Snyder’s reference to the recent change in 
procurement for stockpiling which he says will temporarily alleviate 
the problem. To what change was he referring? Does anybody here 
know? 

Mr. Larson. We have gone out of the market insofar as zine for 
the stockpile is concerned temporarily. 

The CuarrMan. You have gone out of the market? 

Mr. Larson. That is correct. 

The CuarrMan. That would not alleviate the situation, would it? 

Mr. Larson. It will make what we have heretofore been taking 
for the stockpile available on the open market. 

The CuarrMan. | see, for the fabricators? 

Secretary CHAPMAN. Yes. 

The Cuarrman. Do you think that is what he is referring to? 

Mr. Larson. Yes, sir. 

Mr. Dovetas. In the case of copper the former take, that is, the 
monthly take for the stockpile amounted to about 26,000 or 27,000 
tons a month. I understand that is going to be cut in half, to about 
13,000 tonsa month. To that extent, that additional 13,000 a month 
will go to industry and to the defense effort. 

The CuatrMan. Let me ask another question, Mr. Secretary, and 
it has to do with the rule by which applicants will present their cases. 
We are told that to date it has been rather difficult to know where to 
go and to whom to go. Frequently they go to the wrong office and 
cannot get the information they need and are directed around Wash- 
ington to various sources. 

Secretary CuapMAN. That is understandable. In the beginning, in 
the building up of so many new organizations at one time, there bas 
naturally been some confusion, but I do not think that exists at the 
moment or it should not, at least. An applicant can come to the 
Defense Production Administration and file his application and it will 
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be received and processed as fast as time and personnel permits us to 
do it. At the moment he will file it here in Washington or with the 
field offices out in the field. Take in Denver, my own home town, 
they could go to the Bureau of Mines office in Denver and file an 
application there for a particular project and while at the moment they 
do not have the authority to finally pass upon that application, they 
would refer it here with recommendations. Eventually, as I stated 
in my statement, we hope to give authority to the field as soon as 
we can, as soon as we have the pattern set. 

Senator Corpon. Would you be a prophet and say when? 

Secretary Cuapman. I think that could be almost ,immediately 
within a matter of weeks, that is, in terms of weeks if we have good 
luck. It is impossible to guess what is going to happen to your per- 
sonnel. If we have good luck I think it could be done.” That is 
putting a terrible pressure on Jim Boyd and his organization; I realize 
the strain they are under. But we are trying to do that as fast as 
we can to get back to the field. They can at least go to the field now 
and file their application. 

Senator Corpon. How are you getting along with the matter of 
purchase, where you are not advancing any money for exploration or 
anything of that sort, are you just going out into the field and buying 
the metals? 

Mr. Boyp. What we want to do particularly at the moment, except 
where they are going into the stockpile, is to allow it to flow into the 
markets. Shortages are apparent in manufacturing industries. So 
the form of the contracts we are undertaking and discussing here and 
are now processing will provide for the material to flow into normal] 
channels of commerce, unless we happen to buy at the above-market 
27 e in order to stimulate produc tion. We will not take possession 
of it at all. In that case I do not think we will take possession of it. 
We will make arrangements for the above-market price to be paid 
to the producer direct and still let it flow into the market. 

Senator Corpon. In the Pacific Northwest there are many of those 
operations that could get going immediately if they had any assuranc: 
as to price and volume or the time within which thes would hs ave 
market at a given price for their product. 

Mr. Boyp. Let me tell vou what we are doing about that, what 
we are going to ~ in Oregon and northern California in chrome, for 
example. We are going to establish a depot In a strategic locality so 
that the pe wale can bring their ores in the re. We will publish a price 
which will be paid over a given period of time so that they have 
assurance of a market for a given period of time. We will pay then 
in the field. Mr. Larson and I are working it out toge ther. His agent 
will be stationed at that depot to accept and pay for the materials 
which we have certified are proper materials to be accepted. 

Senator Corpon. If that can be accelerated you will have pro- 
auction 

The next step is that of assurance of volume over an assured period 
of time, so that the work necessary to be done in further blocking out, 
in road construction, all of those things that are necessary can be 
done. One, to locate; two, to produce; three, to transport the metals. 

Mr. Boyp. That is right. That is very essential. 

Senator Corpon. If vou get those things done, vou will have some 
metal coming in from that country. 
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The CHarrRMAN. Can you say, Mr. Larson, how much of this $260 
million, which the Bureau of the Budget tells us has been used for 
loans and procurement, of the $600 million specified in the Defense 
Production Act, has gone for procurement? 

Mr. Larson. For the procurement of what, Senator? 

The Cuarrman. Of minerals. 

Mr. Larson. I do not know that any of it has actually gone for the 
procurement of minerals. I think all that we have spent for procure- 
ment to date has been in finished products. The procurement obliga- 
tions which we have assumed contractually are contingent obligations. 

The CHatrMAN. That is, for minerals only contingent obligations? 

Mr. Larson. We have assumed outside of the stockpile—I am 
speaking now of Public Law 774—are contingent, that is, contingent 
procurement. In other words, it is not firm. It may flow directly 
into industry. We may not procure any of it. We have a call on it, 
and to that extent we have created a contingent liability which is not 
chargeable against this $600 million. 

The CHarrmMan. Earlier in my letter to the Secretary, Mr. Boyd, 
| referred to the three categories of operation which you previously 
described to us, the third of which was this stimulation of exploration 
and development. What has been done with respect to the first two? 

Mr. Boyp. We have to do the same thing for that that we have 
done now for exploration. We will have to present a program to Mr. 
Gibson's office and say, “Here is the requirement for zinc, for example. 
Here are the sources of supply now. We need to fill this gap and we 
propose to do it this way, by providing what, it takes to expand zine 
production here.’’ And ask them for the funds to carry out that 
program. 

Those programs are being in the process of development, and some 
of them are right well along. We are sending them to General Harri- 
son’s office as rapidly as we can. 

The CuHarrMan. Is it correct to assume that this $10 million pro- 
gram which has just been described will, if it is signed and made effec- 
tive, be the first definite step under the minerals section of the Defense 
Production Administration? 

Mr. Boyp. Except for some few and very few direct contracts that 
we have worked through Mr. Harrison’s office; that is, direct con- 
tracts with individual corporations. 

The CuarrmMan. When you testified there were, as I remember, 
seven contracts, five of which were aluminum? 

Mr. Boyp. Yes. 

The CHarRMAN. What were the others? 

Mr. Boyp. One was molybdenum and one manganese. 

The CHarrMan. That is right. Has any production been achieved 
under any of those? 

Mr. Boyp. No, sir. It takes some time for those plants to be built. 

The CHartrMan. The first category, as I recall it, was that of mak- 
ing purchases from existing facilities. Nothing of that kind has been 
done? 

Mr. Boyp. Well, sir, some of the contracts we are talking about 
now are for expansion of production from existing facilities. In the 
metal industries it will not be very profitable in terms of production, 
because most of these mines are pretty well now up to capacity. Our 
next step is probably the most important outside cf exploration, and 
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that is entering into contracts for opening of known resources, but not 
now developed resources. We have a number of contracts pretty well 
along almost ready for signature, which will expand manganese mines 
and tungsten, chrome for production from known deposits, but not 
now in operation. None of those will produce in a very short period 
of time, because they have to open the mines and build facilities. 

Senator Corpon. Will you have some general contract available 
for producers under the terms of which they will have (1) a guaranteed 
price, (2) a guaranteed market for a specific volume, (3) a guaranty of 
a period of time during which this production may have its market? 

Mr. Boyp. Yes, sir; we will. In the case of the larger operation, 
of course, that has to be done individually. In the case of the large 
number of operations, in such things as zinc, we will have to develop 
a simplified contractual form that can be easily filed and handled 
in the field, and do the things you have listed. 

Senator Corpon. What may we look forward to again in the matter 
of time? 

Mr. Boyp. I can only say that I feel that we ought to get a number 
of these programs well under way by the spring field season of opera- 
tion. 

The CHarrmMan. That was the time to which the Senator was referring. 

Senator Corpon. That was the time that I was referring to in that 
question. I want to know when there will be something, some forms 
out there that a man can come in and sign and go right out and go to 
work. 

The CuarrMan. My understanding of vour original question was 
that you would like to determine, first, the price at which the com- 
modity may be sold, the quantity which will be purchased, and the 
time during which the purchases will be made. 

Senator Corpon. Yes. And the next question was 

The CHarrman. When are you going to start? 

Senator Corpon. That a contract embodying those factors will be 
available—when? 

Secretary CHAPMAN. He said some time this spring. 

Mr. Boyp. With you, I would like to have done it last November. 

Mr. Larson. That is exactly the same form of contract that we 
worked out under the aluminum-expansion program, except the price 
was the market price instead of a fixed price. 

Senator Corvon. If we get just that thing done, there will be 
immediate activity; there will be production. It would occur to me 
it is simple enough so that it might be expedited. 

Mr. Boyp. Let me tell vou the reason that it is not as simple as it 
appears on the face; that is, in determining that, let us take, as an 
example, chrome up in Oregon. We have people looking into that 
now to see what the price should be and what the terms of the contract 
will be. ‘That will be simple for that person to enter into. It takes 
longer to do a simple thing than a more complicated thing. If you 
make mistakes, vou get them confused. We are doing it as : diligently 
as we know how. It simply has been impossible to go ahead faster. 

Senator Corpon. Assuming that you reach the point where you 
have what appears to you to be a sound contract in this particular 
field, after you have exercised your judgment with respect to that 
contract, who has the next shot at it? 

Mr. Boyp. That goes to the Defense Production Administration. 
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Senator Corpon. 

Secretary CHAPMAN. Yes; I get a shot at it. 

Senator Corpon. Say you have worked out that sort of contract: 
then you send it to Secretary Chapman? 

Secretary CHAPMAN. I am going to delegate all of that to him pretty 


The Secretary here has to come into it? 


soon. He will have all of that. 

Senator Corpon. Where does it go then? 
Secretary has passed upon it favorably. 

Secretary CHapMAN. To the Defense Production 
Mr. Gibson’s office here. 

Senator Corpon. Then, is it in shape to be usable in the field? 

Secretary CoapMan. After he approves it. 

Mr. Gipson. I would say so. 

Secretary CHapMaNn. When he approves it. 

Mr. Boyp. We have to work out this programing approach to it. 
That is the first attempt at it. The Defense Production Administra- 
tion has moved very rapidly for us. It has been less than 10 days in 
which they have come up with an answer. We will do the same thing 
for chrome and for zinc and send them a program on it, assuming 
that they will give us back a program to work on. We should like 
that so that we will not have to have each project go through the long 
rigmarole. 

Senator Corpon. When you get to that point, then you have a 
matter of the depot to receive it. You must have some kind of 
technical people on the job to appraise it. 

Mr. Boyp. Somebody to pay the bills. 

Mr. Larson. If I may, it is well to point out what our present 
arrangement is, insofar as interagency cooperation is concerned, in this 
very ‘thing that the Senator is talking about. We have General 
Services Administration people located physically in the Defense 
Minerals Administration, and when a man comes in who has a proposi- 
tion that, ultimately, leads to a procurement contract, those steps are 
worked out simultaneously and concurrently with Defense Minerals 
Administration and General Services Administration so that when 
either Dr. Bovd or the Secretary certifies this contract or recommends 
it to the Defense Production Administration for certification there 
is nothing else that the individual who has come in with a proposition 
has to do. His dealings with the Government are at one point. 
Although technically with two agencies, so far as he is concerned, it is 
with one agency. That which is somewhat unique in Government has 
been worked out and is working satisfactorily. 

Secretary CHAPMAN. | think that has been one of the greatest 
examples of interagency cooperation that I have ever seen, of the 
Defense Production Administration, NPA, Minerals Administration, 
and the Government General Services Administration. There has 
been wonderful cooperation there. 

The CHarrmMan. May I ask vou how you reached this figure of 
$10 million? 

Mr. Boyp. It was based upon the experience of the exploration 
phases of the premium-price plan. We made a study of what came 
in under that. A very similar program went on under -that. It 
went on for about a year and a half. Based upon that experience, we 
came to the conclusion that we could not physically handle more than 
$10 million before the end of the fiscal year, but there will be about 
a $40 million program annually after that. 
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The CuarrMan. The testimony you gave us at this previous hearing 
included this statement defining your objectives. You stated there 
were three. First, to maintain production from existing sources of 
mineral supplies. Second, the expansion of production from known 
but practically inactive sources. And, third, the encouragement of 
exploration and development from new sources in the continental 
United States, particularly. 

Mr. Boyp. Yes. 

The Cuarrman. This $10 million program is to carry out the third? 

Secretary CHapman. The third part of it. 

Mr. Boyp. Yes, sir. 

The CuarrMan. Let me ask you specific ally with respect to the 
first and second, what has been done? Those are the objectives which 
are now under discussion with the Defense Production Adminis- 
tration? 

Mr. Boyp. We do not have to do much on the first one. Our 
problem there is largely with NPA in assuring the flow of supplies 
and the equipment required in the production of those mines. This 
has been a problem of keeping them supplied with materials. 

Our staff on requirements gets the requirements from the industry 
and is working with NPA to assure that flow. There is very little 
more we can do about that than keeping the existing plants going. 

The CHairman. You have taken specific steps to do that? 

Mr. Boyp. We are taking individual steps every day. And then 
as a program is about ready to come out from NPA to handle it more 
automatically than in the past 

The CuatrMan. Then, with respect to the expansion of produc- 
tion from the known but practically inactive sources, what has been 
done about that? 

Mr. Boyp. That is where we are entering into individual contracts 
with the companies that own those properties. They have filed 
their applications and now are working up the contracts with them. 

The CHarrmMan. How many of them have filed? 

Mr. Boyp. I would think maybe about 150, approximately. 

The CuarrMan. Have any of them been processed as yet? 

Mr. Boyp. Only the molybdenum contract and the manganese 
contraet. There is one copper project which is almost completed. 
There are quite a few well on the way. 

The CuarrMan. So, the question of time raised by Senator Cordon 
applies to that. Do you care to venture any statement on that? 

Mr. Boyp. I think it will come very quickly, because when we get 
the first one over the hurdle we will know how to negotiate the next 
one with the companies. We are asking the companies to put up 
something like $50 million in one case, private capital, and they will 
be kind of careful what kind of contract they enter into with the 
Government. ‘The discussions with the lawyers have been pretty 
long drawn out. 

The Cuarrman. In the stockpile report to the Congress for January 
23, 1951, I find this reference to the Geological Survey: 

The Geological Survey develops basic data on mineral resources of the country 
that are essential to the formulation of an intelligent stockpiling and minerals- 
development program. The Geological Survey carries on geologic studies in 
mineral-bearing districts and prepares estimates on over-all reserves. During 
the past 6 months, 79 field parties of the Survey worked in 31 States on 45 
mineral commodities. 
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Do you care to amplify that statement at all? 

Mr. BANNERMAN. I am not quite sure what you would like me to 
say about it. 

The CuarrMAN. All I want are the facts. 
been done? Is this a correct summary? 

Mr. BANNERMAN. That is a correct summary as of the date on 
that report. 

‘The CHarrRMAN. January 23, 1951. 

Mr. BANNERMAN. That is the current program. 

The CHAIRMAN. Some of these parties worked in 31 States on 45 
mineral commodities. ‘That is a very general statement. You can- 
not answer that, but | would like to have a statement from the Geo- 
logical Survey to put into the record, giving the details of that work. 

Mr. BANNeRMAN. What that work was? I will be glad to do it 
for you. 

(The information is carried in the appendixes.) 

Secretary CHAPMAN. The commodities they 
working on would be useful. 

The CHAIRMAN. Yes. 

Are there any questions? 

Senator Corpon. I think not. 
question of time. 

Mr. Doveuas. I think chrome, and the like, in north Oregon is as 
far advanced as any other program. 

Senator Corpon. I would hope that they were more advanced. 1 
have been working on them. Many have written me about it. I 
would hope that we could presently have some assurances that there 
had been worked out the necessary papers, documents, which could 
go to the field so that those who are interested, the prospectors and 
the miners and the like, could get their information, that they come 
within the classification of those that are entitled to operate, and that 
they could sign them and go out to work. 

Mr. Dovetas. With respect to the depot operations, it would be a 
simple matter to publish the schedule on which anybody could ship 
without a definite contract, provided his ore met the specifications. 

Senator Corpon. There are a few that are prepared to immediately 
produce in bulk. Chrome in the Pacific Northwest is perhaps an 
outstanding one. Any sound mining operation always has two parts: 
one is the production of the ore that is at hand, and the other is to be 
carrying on an exploration, so that when that particular body of ore 
is gone there will be other bodies available. And that sort of thing 
cannot be done until there is an assurance of price, volume of pur- 
chase, and the time element for delivery. Those are particularly 
necessary with whatever cancellation, and that sort of thing, that is 
proper. 

Secretary CHAPMAN. I think we are moving along pretty fast com- 
pared with all of the problems we are faced with. 
do not feel that it is as fast as you would like it. 

Senator Corpon. In all fairness, 1 wonder how one man is going to 
be able to even look at all of these documents. 

Secretary CuapMan. I cannot and I will not. Obviously, I am 
delegating to each administrator a large share of the responsibility of 
passing on it direct. It would be humanly impossible for me to pass 
upon all of these, but for the time being until these patterns are set 
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I want to see tham all for a little bit, as they go through. I have 
about covered that period of time. And the delegation of authority 
will soon come. I have made it rather complete with the Petroleum 
Administration, because we had had a previous operation in that 
field in the Department. We have not had one before in minerals. 
It makes it a little more difficult to educate me on that problem and, 
therefore, these patterns are now being worked out. I intend to dele- 
gate the authority to the administrator to carry the thing forward 
direct. 

The CHatrMAN. What policy remains to be decided? 

Secretary CuapMaNn. The policy that remains to be decided, prin- 
cipally, is the policy on amortization required right now by the top 
policy decision before many of these applications move out from our 
Department over to the Defense Production Administration. 

The CHatrMan. There is another policy, it occurs to me, which is 
hinged on the report of the Geological Survey and the reports of the 
Bureau of Mines. As you know, section 7 of the amendments to the 
Stockpiling Act which was passed several years ago authorized and 
directed the Secretary of the Interior, through the Bureau of Mines 
and the Geological Survey, to undertake technologic al and scientific 
studies of various kinds for the purpose of promoting the development 
of domestic sources. 

It is recognized, of course, that all such purchases ane all such 
programs for stimulation should be carried out with an eye to the 
cost and benefit to the Government, but it has been the feeling of 
Congress that it is very important to make sure that we are not de- 
pendent completely upon foreign sources of supply. ‘Therefore, it 
becomes a matter of primary importance to this committee to know 
what the balance is with respect to the determination of policy as 
between foreign purchasing and domestic purchasing, and what pres- 
sures there may be to retire domestic development rather than to 
stimulate it. 

Secretary Cuapman. I think this agreement that we have just read 
into the record a moment ago, the proposed agreement, is an indication 
to you that we are moving ‘forward in the direction of trying to imple- 
ment that very policy of deve loping our own domestic ores as much as 
possible; at least, twice before this committee, you will recall, in the 
past 10 years I made a very strong statement that I did not think that 
the Federal Government was at any time spending enough money on 
metallurgical work and exploration in the mineral field, because I 
felt we ought to spend more in that area to be prepared and be ready 
for these emergencies with which we are now faced. 

I have felt that that has been a handicap all along, that we have 
not done enough in that field. That is not a question of blame to any- 
one or to any particular group. It is a question that when you get 
out of a war everybody starts retrenching. You want to cut down 
on the money expended, obviously. So we have done it. 

I have felt that we have not done enough in that area. I am very 
strongly urging that we continue and increase our efforts in the search 
for domestic ores, even though those domestic ores may cost more 
than what you can purchase from some other country, because in an 
emergency you have to get the ores from where you can get deliveries, 
not where you can purchase them and not bave them delivered. That 
is why I have been strong for that. 
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The CHAIRMAN. That gives me a reason to hope that the alumina 
project at Laramie, Wyo., will be speedily completed. 

Secretary CHAPMAN. I ‘am for that project 100 percent. It never 
should have been stopped. I think it was a mistake to stop the 
project, in the first place. 

The CuartrMan. It was stopped because the Congress wanted the 
Defense Plant Corporation to be liquidated when the shooting stopped. 
Congress was anxious to return as rapidly as possible to a peacetime 
basis and all expenditures for the construction of defense plants were 
immediately stopped. It was very desirable, of course, to curtaii 
expenditures for military purposes and no one could possibly blame 
the Congress for doing so. It was unfortunate, however, that no 
distinction was made between expenditures which were for purely 
military purposes and expenditures which were being made for the 
purpose of advancing the technological skills of the United States and 
of developing domestic sources of critical and strategic materials, 

The Laramie alumina plant was, I understand, the most modern 
plant of its kind ever built up to that time. It was not quite com- 
pleted. If it had been finished and operations had been conducted 
as planned a vast new source of alumina would now be available 
the United States. 

The facts which have been presented show clearly that alumina 
can be made from this vast deposit of anorthosite on the Laramie 
plains. The Bureau of Mines has filed a favorable report upon the 
process for treating anorthosite. This process was worked out by 
the Monolith Cement Co. at Laramie with the full knowledge of the 
experts of the Bureau of Mines. What the unit cost of producing 
alumina would be has not, of course, been determined, and cannot 
be determined without the completion of this plant on which the 
Government has already expended $4,500,000. 

This, however, is known: The same materials from which alumina 
can be obtained will be available for making cement. So, alumina 
and cement are, simultaneously, products from these deposits. The 
reports of the Geological Survey indicate that other valuable strategic 
and critical materials are to be found in this area. No one can tell 
what discoveries may be made after the plant is completed and put 
into operation. But this is certain: Alumina and cement can be 
manufactured here and those operations should begin without delay. 

We are now engaged in a program of economic and military pre- 
paredness. The proposal to complete the Laramie plant is an aspect 
of our economic preparedness and it is far better to carry this opera- 
tion to completion now rather than to wait until a real military crisis 
is upon us which could very easily prevent the completion and opera- 
tion of the plant and thus cause the expenditures already made to be 
a complete loss. 

Secretary CHapMAN. There should have been worked out an agree- 
ment somewhere so that that plant would have continued. ‘That is 
right in the field of what I am talking about. We are not doing enough 
in the experimental stage. And that is an experimental plant, one 
that is needed. I, for ene, think we ought to proceed as fast as we 
can to reestablish that plant. 

The Cuarrman. You do not know of any policy impediment to 
proceeding? 

Secretary CHAPMAN. None whatever. 


It ought to proceed imme- 
diately. 


I do not know of any reason why it should not. If it re- 
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quires any signature of mine to make it in operation, it will go in 
operation. 

The Cuatrman. Dr. Boyd, I think we have an indication now 
that we can move. 

Secretary CHapMAN. I have never had any objections, Dr. Boyd, 
to that going forward. It has been tied up in litigation for a long 
time, as vou know, and we have not had a free hand. 

The Cuarrman. It has not been tied up by litigation in recent 
years. Jess Larson, head of the General Services Administration, 
sitting at the other end of the table, was very instrumental in pre- 
venting the plant from being cannibalized and disposed of. More 
than a year ago when I called the significance of this olan to his 
attention he took the necessary steps to make certain that when the 
Reconstruction Finance Corporation declared the plant to be surplus 
property it was withheld from sale. Otherwise, the Laramie plant 
might have met the same fate as a similar plant which was built at 
Harleyvilie, S. C., and from which all of the equipment essential for 
the manufacture of alumina from the clays of South Carolina was 
removed and sold before the plant itself was disposed of to a cement 
manufacturing concern. 

Secretary CHapMAN. Mr. Larson now has the Laramie plant legally 
in his hands. I will talk to him. 

Mr. Larson. I will give an indefinite lease on it. 

Secretary CHApMAN. All we need is the money to operate with. 

The CHarrMan. You have the money in the new budget. The 
Bureau of the Budget has so advised me. You have money that you 
can use for the completion of the plant. 

Secretary CHAPMAN. I was so interested in that project, and 
assumed that other people would be, that I brought a full three-page 
memorandum on that subject with me, giving the history of it. 

The Cuarrman. You did not think I would overlook it? 

Secretary CHapMan. I thought it was so important that we would 
not overlook it. I was prepared on that, because I have had a very 
deep feeling about that project for a long time. 

Senator Corpon. I suggest, Mr. Chairman, that that 
record now without vour looking at it. 

Secretary CHapman. I do not think it ought to go in the record 
without the chairman looking at it. 

The CuarrmMan. I am not so much interested in the history, but in 
the future prospects. I know the history pretty well. 

Secretary CHAPMAN. Here it is, Mr. Chairman. 

The Cuarrman. Mr. Secretary, a glance over this memorandum of 
vours on the Laramie plant satisfies me that it is altogether appropriate 
for inclusion in the record at this point. I am very much obliged to 
you for having brought it to the committee today. 

(The memorandum by Secretary Chapman referred to above, on the 
history of the alumina pilot plant at Laramie, Wvyo., is as follows: 


go in the 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 

Washington, D. C., February 10, 1951. 
Memorandum. 
Subject: Alumina pilot plant at Laramie, Wyo. 

During World War II four Government pilot plants were constructed in the 
United States for the production of alumina from raw materials other than 
bauxite. None of the plants was fully proven up and construction of the Laramie 
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plant was not completed before the end of the war. The other three plants were 
sold but the Laramie plant was tied up in a lawsuit only recently settled, and 
consequently it was not cannibalized. The estimate for completing the 
struction and to place this plant in operation is $500,000. 

The purpose of the Laramie plant was to prove up on semi-industrial scale 


con- 


a 
lime-soda sintering and leaching process for extraction of aluminum oxide from 
anorthosite rock and from clays, and, if possible, to leave a residue suitable for 


the making of portland cement. The process was initiated by the Bureau of 
Mines in 1939, taken up by the Monolith Portland Midwest Co., of Laramie, and 
put through a small test plant scale. Ultimately, the War Production Board 
recommended the erection of a pilot plant as the re sult of a proposal by Monolith 
dated April 8, 1943, approved May 19, 19438, with the immediate allocation of 
$3,885,000 and ultimate acquisition cost of $4! 597,498. The uncompleted part 
of the plant will now require another $500, 00 and about 6 months’ time 
prepare it for operation 

At the end of World War II completion of the Laramie alumina plant was 
stopped. The Monolith Co. endeavored by lawsuit to force the Reconstruetion 
Finance Corporation to carry out the complete contract for erection and initial 
operation of the pilot plant, but lost their case. ‘The plant was declared surplus 
to its needs by RFC, and presently title is being transferred to the Genera! Services 
Administration. GSA is expecte ‘d to hold the plant available for Government use. 
This pilot plant was designed under the plan of increasing domestie security by 
developing a supply of strategic materials within our national borders—in this 
case, to ascertain the feasibility of developing alumina from anorthosite rock, of 
which there is a large deposit near the site of this plant. The Bureau of Mines 
now has a proposal to expend during the 6 months of January to June 1951, the 
$500,000 necessary to complete the Laramie alumina plant ready for 6 months 
shake-down and then a vear’s operation. hWnowing that there are operating 
troubles to be encountered, a small auxiliary leaching plant for use in accelerated 
trouble shooting, and costing $150,000, is included in this estimate. A crushing 
plant must be installed, the water-supply development completed and certain 
alterations made in the main rotary kiln. 

Thereafter a shake-down run of the plant would require 6 months. Final indi- 
cated changes would then be made and the plant operated for a vear as final proof 
as to whether the process is practical. ‘This ealls for an additional $1,500,000. 
Sale of alumina produced and cleared into miscellaneous receipts of the Treasury 
will caneel much of this expense. ‘The very much belated answer to this problem 
of proving a suitable process for increasing domestic supply of 
come too late if action is taken now. 

There are two sources that can be called on for money to place this pilot plant 
into operation. One is from a specific appropriation from the President’s supple- 
mental appropriation bill before the Congress. ‘The second is to call on that 
amount from the funds available to the Defense Mobilization Administration. 
If the plant is to be put into operation at the earliest possible time, the second 
method would be preferable if all of the approving agencies of the DMA would be 
immediately in favor of the completion and operation of this pilot plant. 
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te ‘HAIRMAN. We are very much indebted to you gentlemen. 

e have kept you here for a much longer period than I had intended. 

There »are so many things to be inquired into that we have not begun 
to go into them all. 

1 spoke to you, Mr. Secretary, some time ago of a report that had 
come to me that the Defense Production Administration is contem- 
plating some sort of a program for the manufacture of benzine from 
coal. Are you familiar with that? 

Mr. Gisnson. That would be in the National Production Authority. 
| know of it, but I am not sufficiently familiar with it to talk about it. 

Secretary CHapMan. I have some information on that, that they 
were working on a program of that kind already. It is the hydro- 
genation program that Dr. Boyd is working on with the NPA. 

The CuairMan. That report has to do with the investment of 
private funds to make benzine from coal in various parts of the 
country. 
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Mr. Boyp. That is the same project. 

Secretary CHAPMAN. It is being worked on by Dr. Schroeder in the 
Bureau of Mines, and NPA has had an interest in its development, 
too. 

The CuHarrMan. It is not a Government program, except to stimu- 
late it? 

Secretary CHapMaNn. That is right. 

The CHarRMAN. It is a private operation? 

Secretary CHAPMAN. A private operation, with Government stimu- 
lation. 

The CHarrMan. With Government loans or purchase? 

Secretary CuapmMan. That is right. 

The Cuarrman. Are you ready to report to us on that, Dr. Boyd? 

Mr. Boyp. That is really the Petroleum Branch. 

Secretary CuapMAN. That.is Bruce Brown and the Solid Fuels Ad- 
ministration. 

The CuarrMan. We will direct the inquiry to them. 

Secretary CHAPMAN. He is working on that. 

The CHarrMan. The committee, as I said, is very grateful to vou 
for this presentation and your readiness to answer all of the questions 
we could think of. 

Secretarv CHapMaAN. I want to say sincerely we do appreciate the 
chance to sit down and discuss this with you. It is not easy, as 
Senator Cordon raised the question, for one man to keep up with all 
of these things. You cannot. It is an impossiblity. What vou 
must do is keep up with the guiding controls and policies. Obvi- 
ously, I have had to devote almost 90 percent of my time in the last 
4 months to these defense programs. In the meantime, the Assist- 
ant Secretaries are carrying on the Interior problems for me at the 
moment. Nevertheless, these are things that are so vital and im- 
portant that we must first get established policies set right in the right 
direction. And we work together on them. 

I want to thank the committee for having us up here and letting us 
discuss it. 

At some time in the future I should like to do the same thing on 
our power program, not immediately, because there are too many 
things in an indecisive state at the moment that I want to clarify. 
At some future date 1 would be very happy to do the same thing on 
this power program. 

The Cuatrman. In March the committee will have a round-tabl 
discussion of the energy resources study, with which you are familiar. 

Secretary CHAPMAN. Yes. 

I am very much interested in that. I may say that I shall be de- 
lighted to ge into that. 

The CuHarrmMan. ‘The Chair will seek an opportunity to invite Mr. 
Searls before the committee to discuss policy matters. We will notify 
you of that date so that all who are interested may attend and par- 
ticipate in whatever discussion develops. 

The meeting is adjourned. ' 

(Whereupon, at 1:20 p. m., the committee adjourned.) 
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Unirep Srates SENATE, 

oN INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

, pursuant to adjournment, at 10:15 a. m., in 


COMMITTEE 






The committee met 









P. Anderson, Herbert H. Lehman, and Guy Cordon. 

The Cuairman. We were very regretful yesterday, Mr. Searls, that, 
because you did not receive notice in time and were out of the city, 
you were unable to attend our session at which appeared the Secretar y 
of Interior, Dr. Boyd, Mr. Gibson, and numerous other representa- 
tives of various Government agencies who are interested in the 
defense mobilization program so far as minerals are concerned. 

As I explained at the opening of the session vesterday, this Com- 
mittee on Interior and Insular Affairs has the jurisdiction formerly 
lodged in the old Committee on Mines and Mining, and it has on 
numerous occasions looked into problems affecting the development 
of domestic sources of mineral supplies and, particularly, of strategic 
and critical minerals. 


















STATEMENT OF FRED SEARIS, JR., ASSISTANT TO THE DIRECTOR, 
OFFICE OF DEFENSE MOBILIZATION, ACCOMPANIED BY 
HERBERT A. BERGSON, GENERAL COUNSEL, OFFICE OF DE- 
FENSE MOBILIZATION 


Mr. Searzs. I, too, am sorry—if I may interrupt, Senator—that | 
did not know until this morning that I was to have an opportunity to 
meet you gentlemen, and I did not make up any prepared statement, 
but | will ‘be glad to 

The CHatrMAn. I understood that vou did not have time for that. 

Mr. Sears. I will be glad to answer any questions. 

The CHarrMan. Actually, I think we will get more out of informal 
discussion than we would out of prepared statements—and very 
frequently do. Our purpose has been to develop an interchange of 
information in these hearings. 

Several years ago, when I was a member of the Committee on 
Military Affairs, I brought in on the floor a report from that committee 
amending the stockpiling law. Among the amendments that were 
contained in that bill which bec ‘ame law were two sections, one of 
which authorized and directed the Secretary of the Interior, through 
the Bureau of Mines, and the Geological Survey, to make studies, 
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scientific and otherwise, of the possibilities of developing domestic 
ae es of supply. The other section had to do with the Department 

Agriculture, and was written with the same objective. 

‘The committee and the Congress for a long time have been cog- 
nizant of the changes which surround this country, and through the 
experience of the First World War we were of the opinion that we 
should, to the maximum possible extent, develop our own mineral 
resources, 

This idea resulted in, as I say, the passage of the stockpiling law, 
and resulted in the passage of a bill to authorize the Bureau of Mines 
to construct and operate demonstration plants for the maunfacture 
of synthetic fuel from coal and from oil shale. It resulted in the 
unanimous report from this committee of a bill in the first session of 
the Eighty-first Congress which, unfortunately, did not have your 
support, to develop or stimulate the development of domestic 
minerals. 

The bill passed the Senate, but was defeated in the House, on a 
mistaken economy argument. 

When the Defense Production Act was passed in 1950, two sections 
which I sponsored were written into the bill containing provisions 
which authorized the development of our domestic sources of supply 
of minerals. 

The evidence yesterday, and the Executive orders which have 
been issued under the Defense Production Act, show that the Sec- 
retary of the Interior is the head, the operating head, of the minerals 
program, and that he works in conjunction with the National Pro- 
duction Authority, headed by General Harrison, and with the Office 
of Defense Mobilization, headed by Mr. Wilson, who is directly 
responsible to the President; and we were advised that you have 
been appeinted by Mr. Wilson to be Assistant to the Director, and 
that your function is that of specializing in the minerals program. 

I have here the release of January 3, 1951, issued by the Executive 
Office of the President, Office of Defense Mobilization, announcing 
the appointment of Mr. Bergson, who is here with you, as general 
counsel, and of you, as Assistant to the Director. 

You are, of course, familiar with this, and I will insert this statement 
at this point in the record. 

(The document referred to is as follows: ) 

EXECUTIVE OFFIC! F THE PRESIDENT, 


Orrick OF DEFENSE MOBILIZATION, 
Washington, 2D. C. 

Appointment of Herbert A. Bergson as general counsel and Fred Searls, Jr 
as Assistant to the Director was announced today by Charles E. Wilson, Director 
Office of Defense Mobilization soth will serve without compensation. 

Mr. Bergson, formerly Assistant Attorney General in charge of the Antitrust 
Division of the Department of Justice, is now a practicing attorney in Washing- 
ton. Since last October, he has been senior partner in the law firn of Bergson, 
Adams, and Borkland in Washington fron which he is presently on leave. 

Mr. Bergson was born in Boston in 1909. He graduated from Harvard 
College in 1930 and from Harvard Law School in 1933. He joined the Depart- 
ment of Justice in March 1934 and served until January 1944 when he went on 
active duty with the Coast Guard as a lieutenant. After leaving the Coast 
Guard in 1945 he returned to the Justice Department and in June 1948 President 
Truman appointed hin Assistant Attorney General in charge of antitrust 
prosecutions. 

Mr. Searls, president of the New nont Mining Corp., New York, will specialize 
materials problems for ODM. 
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A mining engineer and mining specialist for many years, he has served in various 
Government posts inte ~ ai ntly over the past decade. He has been a consultant 
on stockpiling to the National Security Resources Board since 1948. In World 
War II he was with the War Production Board in 1942 as Director of the Facilities 
Bureau and later as one of a three-man Planning Board to advise the WPB Chair- 
man on policies and programs. 

He came to Washington in 1941 as consultant to the Army Chief of Ordnance 
and in April 1942 was special assistant to the Deputy Administrator of the War 
Shipping Administration. In June 1943 he became Assistant to the Director of 
the Office of War Mobilization. 

Mr. Searls was born March 20, 1888, at Nevada City, Calif., and graduated 
from the University of California in 1909. 

The CuHarrmMan. What the committee desires to do is to discuss 
with you the policies which will be followed. Frankly, one of my 
principal reasons in asking you to come here, one of the reasons why 
the members of the committee were interested, is the fact that 
you are the president of the Newmont Mining Co., which has wide 
interests abroad in minerals. You did oppose 5. 2105, and you wrote 
to this committee that you felt the bill should not be passed, so we 
are desirous of knowing what vour policy will be with respect to the 
development of domestic minerals. 

Mr. Srarus. There is one thing, perhaps, a clarification of the job 
which, I believe, to state that the extent is not only minerals in the 
Office of Defense Mobilization. In contributing what I can to the 
supply of materials, | am guided by the general policy of the Office 
of Defense Mobilization, which is to limit unnecessary or speculative 
expenditures during the period when we have to make very large 
expenditures, not only money but of materials for expansion of facil- 
ities. That, I think, can be said to be the guiding principle of the 
policy so far as | am concerned. 

The Cuairman. In your letter, addressed to me as chairman of this 
committee, several vears ago when we had under consideration 5. — 
the opposition whic ‘h you expressed to that bill was not based, as I 1 
call it, upon spec ‘ulation or speculative expenditures, but was badad 
upon your opposition to all exploration for domestic sources. 

1 will read this paragraph from vour letter of August 8, 1949, 
written on the letterhead of the Newmont Mining Corp., and addressed 
to the chairman: 

While the bill under discussion provides for development, rather than produc- 
tion, subsidies, it provides no norm or guide to the Secretary in determining what 
explovation may be justified. In order to administer such a statute in a reasonable 
way, the Secretary would require an extensive exploration staff, both field, 
and office, if funds are to be placed where results might be expected. The bill also 
fails to provide any measure for the terms of the proposed exploration contracts 
lt would be quite possible for the Secretary to require the applicant to comply in 
his contract with conditions that would be equivalent to a mineral lease, and the 
leasing system would be introduced into the metal industry without prior author- 
ization of Congress. 


Of course, that paragraph can be interpreted in various ways. We 
felt—this committee felt—in recommending that bill that we were 
providing a standard to guide the Secretary and the head of the Bureau 
of Mines, and we were endeavoring to develop new sources of valuable 
new materials. 

The experience with oil shale and coal was such as to indicate that 
this is a wholly practicable purpose, because the Bureau of Mines is 
now making Sead fuel from shale at a cost which is very, very close 
to the cost of making liquid fuel from petroleum. But that is neither 
here nor there. 
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The point is we how have a Defense Production Act, and the Secre- 
tary of the Interior has announced to us his program for the search 
for new sources. 

The Munitions Board, in its report to the Congress of the 23d of 
January 1951, referred approvingly to the studies of the Geological 
Survey, which had some 79 field parties in 31 States, seeking sources 
of material. That report, by the way, has been submitted to this 
committee, but what we are concerned about is where we go from here. 

I mentioned it only because and only so far as it has a bearing on 
the future; and | might add that Mr. Schneider, Franz Schneider, 
| believe, was a member of your company—lI think one of its officers— 
appeared before the Appropriations Committee in the first session of 
the Eighty-first Congress, and recommended a reduction, a substantial 
reduction, of the appropriation for stockpiling. That, of course, 
affected both foreign and domestic supplies. We had quite a battle 
over that. 

Senator ANDERSON. Reduction in the appropriation for stock- 
piling? 

The CHAIRMAN. Yes, Senator. 

Senator ANDERSON. Did he give any reason for it? 

The CuarrMANn. It was in harmony with the over-all desire to 
economize at that time. There were a lot of us—I say a lot of us, 
I was not one of them, because I fought for that appropriation—there 
were a lot of us in both the executive and legislative branches at that 
time who were cutting the appropriations with a broadax, regardless 
of the objectives to which they were devoted. 

Mr. Srarus. Should | comment on that now? 

The CHarrRMAN. | would want you to comment on that now. I] 
want to know where we go from here. 

Mr. Sears. With respect to the letter which you quoted, | 
remember writing that letter 2 years ago. I have not seen it since, 
and I am not sure whether I would have given the same emphasis to 
reasons for not subsidizing mine equipment at that time, which was 
during peacetime, as I would now. But I feel now, as | did then, 
that any type of subsidy for the development of mining is objectionable 
because it does tend to socialize the mining industry. 

Senator ANDERSON. Right there, in World War Il, we did have a 
program of subsidizing lead, zinc and copper mines, if they were mar- 
ginal producers. You feel that program was a mistake? 

Mr. Searus. Yes, sir. | feel 

Senator AnpERSON. In spite of the fact that it opened up. many 
mines that otherwise could not possibly operate, and gave us sources 
of material that we otherwise could not have had? 

Mr. Sears. Senator, that comes to a debate on facts. I analyzed 
that program after the war, and came very much to the conclusion 
that the program ended in the production during the war not of more 
metal but of less metal and, if the program had not been undertaken, 
I believe— 

Senator ANDERSON. That is an interesting thing. 

Mr. Starts. That will always happen in time of short manpower. 

Senator ANDERSON. Did you submit any facts or figures to any 
group to illustrate that? I base that on the experience in the State 
in which I live, and which I know you are familiar with, very familiar 
with, the State of New Mexico. “In southwestern New Mexico we 
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have lead and zinc, and a great many other things that were mined 
during the war; and even the mines of Nevada Copper, Consolidated 
Copper, were somewhat dormant prior to the war, and very active 
during the war. But when the war was over, the great bulk of those 
mines closed down again. Now they are beginning to resume opera- 
tions. Many of those mines had to be subsidized. 

You do not believe, then, that any extra production was obtained 
by the subsidization of mines? 

Mr. Srarts. | think that on the contrary it was quite well demon- 
strated, and, while I do not have the figures here, it can be shown 
clearly that the subsidy of marginal mines during the war led toa 
diminishing of production, not an increase, and that will always 
happen in time of short manpower, because what happens is that you 
divert the miners, of which the supply is now particularly short, into 
marginal mines, where they, perhaps, get out a part of the ton per 
man-shift, whereas the mine they left to go there is making 5 tons a 
man-shift. Those are not actual figures, but that prince iple runs through 
the development and operation of marginal mines in times of short 
manpower. 

Senator Corpon. Do you have figures on that? 

Mr. Srarts. Do 1 have them? 

Senator Corpon. Yes. 

Mr. Srearus. I have made them. 

Senator ANDERSON. I wonder if we could have some of those? 

Mr. Searzs. | will try to get it. 

Senator Corpon. You mentioned that you made an analysis, 
following World War II, with this very thing. 

Mr. Searzs. Yes. 

Senator Corpon. This committee would be very happy to have 
this analysis, with any supporting data, based on the facts; as, for 
instance, if you have knowledge of specific mining operations, and of 
the loss to those mining operations of manpower which left because 
there was an opportunity over the hill to go into a small subsidized 
operation, with naturally a rainbow over that particular thing, as 
against working for a regular wage in a regular mining operation. 

Mr. Searus. That is the prince iple, | Senator, and | shall do my best, 
if you will give me a few days, because I have some other things to 
do. 

(Mr. Searls subsequently supplied the requested information which 
uppears in the appendixes. ) 

Senator Corpon. | think you should take whatever time is neces- 
sary, but we ought to have the analysis itself; and then | would ex- 
press the hope that after we had made an analysis of the analysis 
that we might have you come back and ask you for additional sup- 
porting factual data. 

Senator ANDERSON. Would we be able, for example, to take a 
graph—lI can see back, and I am sure you can, to the time when a 
nickel for both lead and zine was a price that was quite regularly 
received, and follow the fluctuations up and down over the past 40 
vears, to see if there is any relationship between price and produc- 
tion. If there was and we saw that, when the price of lead and zine 
went to 14 cents, the production increased terrifically, then, perhaps, 
there would not be the same validity to vour argument, would there? 

Mr. Searus. Senator, I am afraid I do not follow that. 
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Senator ANpERSON. I am one of those who believes that n-enes 
open and close like a quick-turning valve almost, that, as soon as you 
give sufficient stimulus to price, all sorts of mines that he retofore had 
remained closed, suddenly opened; that is not your experience? 

Mr. Searts. No; I think you are quite right there. 

Senator ANDERSON. How do you put the two things together, that 
you do not believe that taking care of these mines that can only operate 
when they are at a relatively high level of prices, that that does not 
vet any production for you? 

Mr. Searus. What I say is that the failure in production, and the 
failure to get additional produc tion by subsidies is during periods of 
short manpower; usually the increases in production that have ac- 
companied a rise in metal prices have not been in a period of short 
manpower. 

Senator ANpERSON. Of course, vou recognize that the domestic 
producers and the owners of the domestic mines have one viewpoint 
on this, and the mines outside of the United States have pretty largely 
another; is that not true? They would like to feel, when we get into 
a tight situation, that we have to go outside the United States to get 
our metals. 

Mr. Searus. No; I do not think that. 

Senator ANpERsoN. You do not think that would have any in- 
fluence? 

Senator Leaman. Mr. Searls, | know of your company, of course, 
by name; I am not familiar with the exact production. 

In the last session of the Congress, Congress reimposed a 2-cent 
duty on copper, as | remember. I was strongly opposed to it. | 
voted against it, and spoke against it, but that seemed to me a definite 
subsidy, and the argument was made that the subsidy would encourage 
production in marginal mines. How do vou feel about that? 

Mr. Searus. It was not made by me, Senator. 

Senator Lenman. No; I do not say it was. I do not know even 
whether your company is interested in copper, but I am anxious to 
get your point of view, because that was a subsidy, a very specific 
subsidy, of course, for the domestic mines. 

Mr. Searts. I think that the import duty on copper, lead, and zine, 
and also on bauxite, and alumina, is a subsidy at this time, and that 
it is a very bad thing, and should be done away with as promptly as 
possible; and I have urged that, not only since I have been down 
here but at other times, and there is no self-interest in that, I assure 
you. 

Senator Corpon. Where are the Newmont Mining Co. operations 
located, and what do they consist of, generally? 

Mr. Searuts. Newment Mining Corp. is a holding company, so 
that you get into operations where there might be some question of 
whether it was Newmont operations or some other operations, because 
we do not own all of the stock of the company. 

Senator Corpon. Put it this way: Where are the operations located, 
the stock of which is held by Newmont Mining Corp. as a holding 
corporation? 

Mr. Searts. Two principal mines are in Colorado, the Idarado 
Mining Co., and the Resurrection Mining Co. We have 

Senator Corpon. What do they produce? 

Mr. Sears. Copper, lead, and zine. 
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Senator Corpon. Each of them? 

Mr. SEARLS. Yes, sir. 

Senator ANDERSON. Are they large operations? 

Mr. Searus. The Leadville operation does not produce so much 
copper. They are quite large in size, producing in the order of 
25,000 tons a month in the case of Idarado, and 16,000 in the case of 
Leadville. 

The CHAIRMAN. 

Mr. SEARLS. 
on with them. 

Senator Corpon. Give us the domestic, and then we will get to the 
foreign. 

Mr. Sears. Allright. We have an interest in Magma Copper Co., 
which operates in Arizona. We do not actually control that com- 
pany, but we do operate it. 

We have considerable interest in Kennecott Copper, Phelps Dodge 
Copper Co., and financially those are the most important interests 
but we do not operate those properties; and we have smaller interests, 
in property in Utah, the New Park Mining Co., and the Hecla Mining 
Co. in Idaho, and in one or two smaller properties in Canada. 

We operate and own relatively large interests in O’okiep Copper 
Co., and in the Tsumeb Mine in Southwest Africa. 

Senator Corpon. What is produce ed there? 

Mr. Searts. The O’okiep Copper Co. produces copper only; 
Tsumeb Mine produces copper, lead, and zine, and cadmium. 

The CnarrmMan. What is that last one? 

Mr. Searzs. T-s-u-m-e-b. 

The CuHarrMan. Where is that? 

Mr. Sears. That is in Southwest 
German Southwest. 

Senator CoRDON. 
per month? 

Mr. Sears. O’okiep produces about 6,000,000 pounds of copper; 
and Tsumeb produces about three times that value in copper, lead 
and zinc, and cadmium, 

The CHarrMan. Three 


How about the South Africa property? 


There are quite a lot of these, Senator. I was going 


the 


Africa. It called 


used LO be 


What is the production of those mines in volume 


thousand tons of 


copper per month in 
O’okiep? 
Mr. Searzs. Yes. 
The CHarrMan. And three times that in value in copper, lead, and 
zine, so that is not measured by tons. 
Mr. Searuts. No. I cannot remember the exact tonnage of each 


metal in Tsumeb, but it is quite an important producer 

Senator Corvon. Where is the market, the usual market, 

Mr. Searzs. At the moment, due to the tariff, 
metals in Europe. 

Senator Corpon. Do you get sterling? 

Mr. Searus. A small part of the lead and zine does come to this 
country, but nearly all goes to Europe. 

Senator Cordon. And you get dollars for it or the currencies of the 
purchasing countries? 


Mr. Searts. We get both, but for the most part sterling or South 
African pounds. 


We have offered to sell that metal here on equal terms for what we 
get paid for it in Europe, and we would hope to do that to a large 


for that? 
we have to sell those 
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extent, if they would just take the tariff off, even though we get a 
lower price. 

The Cuairman. Are you familiar with the article which appeared 
in the February 1950 issue of Fortune magazine on Tsumeb—Three- 
Year Wonder? 

Mr. Searus. I have never seen it, Senator. 

The CuarrMan. If you have not seen it, 1 cannot ask you whether 
the facts contained therein are accurate or not. 

Mr. Searts. Well, 1 would venture a guess that for a magazine 
article it would be pretty good, because I see Mr. DeWitt Smith’s 
picture here, and he must have been involved in that, and he is the 
chap who runs those properties for us. So, I do not think——— 

Senator AnpEerRsON. Is that the same DeWitt Smith who used to 
be out in Arizona about 20 years ago? 

Mr. Sears. Yes, sir. 

The CuarrMan. I note this sentence: 

They have, in addition— 
meaning the mining company— 


the sympathetic cooperation of the South African Government, which holds a 
mandate over Southwest Africa, and which it is seeking to annex. In particular, 
this has meant low taxes and a liberal depletion and depreciation allowance. 

Do you think that is a Government subsidy? 

Mr. Searus. Well, it might be a Government subsidy to the United 
States Government, but unfortunately, Senator— 

he CuarrmMan. No, I mean a subsidy to this company, which this 
magazine says was a 3-year wonder. 

Mr. Searzs. It does not do us any good. 

The Cuairman. “A beaten-up project which, when Newmont took 
it over, was transformed into a great producer,”’ and it has the sym- 
pathetic support of the Government. 

Mr. Sears. Unfortunately, it does not do us any good because 
before we can get this money over here we have to also pay the 
American tax on it, so that the taxation of that corporation has so far 
been higher than any mining company I know of. 

The CuarrMan. Unfortunately, a large number of American citizens 
are paying taxes now. The success of this company is to be measured 
in the amount of metal that it produces, and you have just told us 
that, as compared with the O’okiep Copper ‘Co. of South Africa, 
Tsumeb produces about three times the value of 3,000 tons of copper 
a month, in copper, lead, and zinc, so I think by any standard it is a 
pretty successful property. 

Mr. Sears. No question about it. 

The Cuarrman. And it does have the sympathetic support of the 
Government on that. 

Senator ANpeRsoNn. Mr. Chairman, may I explain here my reason 
for some of these questions? 

The CHarrMan. Yes. 

Senator ANDERSON. I would call your attention to a bulletin of the 
Miners and Prospectors Association in my home State, dated June 18, 
1949, pointing out that— 


from all figures available at this time the total loss in New Mexico of copper, lead 
and zine production amount to about 30 percent since the price of those metals 
began dropping in mid-March, and the number of men thrown out of work as a 
consequence in that particular area was 510. Zine took another drop to 9 cents; 
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copper, 1642 cents this week; their predictions of lead may go to 10 cents, zine to 
8, and copper to 15, before there is an upturn in stabilization. All the copper, 
lead, zine ore mining, milling and smelting operations are suffering over the 


Nation. Some of our major producers are closed or have drastically curtailed 
their operations. 


It refers to various properties that have been closed down. About 
the same time that that was going on, we were trying to stockpile 
some of these metals to keep these mines open, so that we would not 
have to revive them again, and efforts were being made by repre- 
sentatives of the Western States to get a stockpiling program in 
operation. 

While that was going on, as Mr. Searls recognized, he and his firm 
were opposed to that sort of business. I have a telegram that was 
sent to me by a New Mexico producer, while this controversy over 
Senate 2105 was going on, in which he said, 

We received yesterday a folder entitled 
to Senate 2105,” compiled and evidently broadcast throughout the country by 
the St. Joseph Lead Co. from New York under date of January 3. We are not 
especially surprised at the two-faced attitude of this outfit. It has consistently 
opposed assistance to small operators prior to and ever since the expiration of 


the premium price plan. We feel, however, that the St. Jo Lead and the New- 
mont Mining— 


“Statements with Special Reference 


I am just quoting what he says here— 
have the intrepid gall of the bandits of the early stage days. Examination of 
proper division of European recovery plan will disclose that very recently these 
received and doubtless solicited subsidies for the recovery funds for the equip- 
ment and exploration of nonferrous metal mines in foreign countries, 

Is that true? Did you get any ECA help to equip these mines in 
foreign countries, so that these mines could close down? 

Mr. Sears. | do not know that we were concerned with the closing 
down of mines here. 

Senator ANDERSON. Let me simplify that by saying did you get 
help from ECA to open up these mines? 

Mr. Searus. Yes, sir. 

Senator ANDERSON. And upon the opening up of these mines, our 
market collapsed and our mines closed down. 

Mr. Searus. I do not think that is a sequitur. 

Senator ANpERSON. Perhaps it may be a nonsequitur, 
fact that that is what happened? 

Mr. Searzs. No, sir; because those mines are not yet producing. 

The CuarrMan. But you did get the subsidy of ECA funds? 

Mr. Searus. Yes; continue to get it. 

The Cuatrman. And that was paid to the Societe Nord-Africaine 
du Plomb, a lead producer, in which Newmont Mining Co. had an 
ae 

Mr. Searus. That is right. 

The C HAIRMAN. What was the amount of that interest? 

Mr. Sears. Sixty-five percent of forty-nine percent, 
had the other thirty-five percent. 

The Cuarrman. That was 65 percent of 49 percent, and 51 percent 
was held by the French? 

Mr. Sxarus. That is right. 

The CuHarrgan. I am interested in knowing what distinction you 
make between the receipt by a mining company of assistance from 
the Government of South Africa, or some government in South Africa, 
and the receipt likewise of benefits from——— 
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Mr. Searues. You are referring to South Africa. I am referring to 
North Africa. 

The Cuarrman. No, I am bringing them both in. First, I want to 
refer to Tsumeb, in which Fortune magazine tells us the company 
which you brought to life, had the sympathetic support of tax benefits 
and depletion and depreciation allowances of a generous nature; 
what distinction do you make between that sort of support in South 
Africa, the additional support from the Treasury of the United 
States, through ECA and counterpart funds in North Africa, and the 
assistance of the Government of the United States to domestic 
mining operations in this country? Where is it that one is good and 
the other is bad? 

Mr. Searus. That is a kind of double-barreled question. Taking, 
first, the Tsumeb Mine in Southwest Africa, the liberal attitude on 
the part of the Government of South Africa was entirely necessary 
to justify opening that mine, because of the fact that after all taxes 
in Africa had been paid, we have to pay, on top of that, the usual 
taxes assessed against any corporation in the United States, so that 
there is a double taxation there, and a very objectionable form which, 
if the South African Government had not been fairly decent, would 
not have permitted the mine to be reopened. 

In the case of Morocco, the subsidies there are ECA subsidies, 
which really are granted to French companies. The Newmont Min- 
ing Corp. has been willing at all times to participate in those sub- 
sidies by joining the French companies, because of the fact that these 
are counterpart funds, and because of the fact that in the case of any 
subsidy, if it is once legalized and put into force, the Newmont Mining 
Corp. is willing to accept it because it is paving the taxes to create 
the subsidy, and we have accepted subsidies, not only in North Africa, 
but in the United States. 

The Cuarrman. Did you actively pursue this subsidy in North 
Africa? 

Mr. Sears. Yes. We negotiated with the 

The CuarrMan. Yes. So it was not merely a passive acceptanc: 
of the subsidy. 

Senator ANDERSON. It was solicitation, was it not? 

Mr. Srearzs. That is right. 

Senator Corpon. You would not have opened the mine in South 
Africa, except for the so-called—using the term as it appears here 

‘the sympathetic cooperation of the South African Government,” is 
that right? 

Mr. Sears. Well, that is a little hard to say, because we never got 
to the point whe re we said, “If you do not do this, we will, and if you 
do it, we won’t.’ 

Senator Corpon. You made an argument, however, to the South 
African Government to the effect that it was necessary for you to 
have this sy mpé athetic cooperation in order for you to go forward with 
this venture? 

Mr. Sears. Yes, sir. 

Senator Corpon. You sought that sympathetic cooperation? 

Mr. Searts. Yes, sir. 

Senator Corpon. And, as a result of that sympathetic cooperation 
you have a producing mine? 

Mr. Srarts. Yes. 
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Senator Corpon. But you feel that any sympathetic cooperation 
advanced by the Government of the Unite d States would have exac tly 
the opposite effect in the United States, is that your line of reasoning? 

The CuatrMAN. Before he answers, may I read this sentence from 
the letter in which Mr. Searls made his remarks, and which he ad- 
dressed to me? This is the letter of August 8, 1949: 

I am convinced that the best thing the National Govern 
the mining industry in this country is to let it alone. 


ment could do to help 

If that principle, which you urged upon this committee and the 
Congress, with respect to domestic mines, had been followed by the 
Government of South Africa with respect to the mines in which you 
have a great interest there, and the mines in North Africa with respect 
to which you have a great interest there, where would those mines be? 

Mr. Searus. Well, the mine in Southwest Africa has never received 
any assistance or even sympathetic cooperation from this Government. 


We have 


The CHarrMan. | am talking about the Government of South 
Africa. 
Senator ANDERSON. That is not the question, at all. 


The CuarrmMan. There is no distinction in principle, sir, between 
government aid in South Africa to mines in South Africa, "and Govern- 
ment aid in the United States to mines in the United States; but vou 
are the head, by your own testimony, of a mining company which has 
properties all over the world. You accept Government subsidies and 
svmpathetic aid in other countries, but you want the Congress of the 
United States to deny it to your competitors in the United States. 

Mr. Searus. And to us. 

The CHarrMan. And to vou in the United States. 

Senator ANpEeRSON. To al! domestic mines. 

The CuatrmMan. Of course, you could not accept it alone, and then 
have any competition built up there. All of this, so far as | am con- 
cerned, merely raises the question as to what sort of advice you are 
going to give to Mr. Charles E. Wilson with respect to the develop- 
ment of domestic sources of minerals and strategic and critical mate- 
rials here in the United States. 

Mr. Searzs. Well, lam going to give him the advice if he can avoid 
or adopt any polic: v which w ould avoid giv ing subsidies to the develop- 
ment of spee ‘ulative mining ventures, that he ought to stop. If he ean. 

The CHarrMAN. But you will advise him to urge the repeal of the 
copper tariff, which would cut down the burden so unjustly imposed 
upon your copper mines in South Africa by the Government of the 
United States. I say that because I have no copper mines in my own 
State—-W yoming. 

Mr. Searzs. I would advise him to help get that subsidy repealed. 
Whether that would help the copper mines in South Africa is another 
thing, because at the moment we are not selling any copper. 

Senator Leaman. Mr. Searls, on the copper that you produce in 
your mines outside of this country, where is that shipped? 

Mr. Sears. Part of it is shipped, a small part of it is shipped, 

Kl Paso; the rest of it is shipped either to Belgium, France, Italy, or 
England. 

Senator LeHmMan. So that this country does not receive the benefit 

of inereased imports, does it? 
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Mr. Searus. That is correct. 

Senator LenmMan. Of those mines. 

Mr. Swarus. Because of the tariff. 

Senator ANDERSON. Do you think you are in a position to give 
Mr. Wilson impartial advice? 

Mr. Swarus. Well, I am certainly going to give him impartial 
advice, that is, advice that has no influence on questions of the 
Newmont Mining Corp. Whether that is advice that is always—— 

Senator AnpxRsoN. If you can persuade Mr. Wilson not to give 
subsidies to open up these mines, in the United States, then we are 
forced to look for copper in another part of the world, are we not? 

Mr. Sxarts. No; I should not say that. 

Senator ANpeRsoN. Wnat would we do about it, just not have 
any copper? 

Mr. Snarus. No; I think that a certain amount of development 
anyway in the United States—and, I think, in the long run, as J 
said in this letter to Senator O’Mahoney, that industry would get 
a whole lot better if you will leave it alone. 

Senator ANpeRsON. They got along so well that the mining indus- 
try was pretty well dead just before World War II, was it not? Do 
we not know that the Ktomeet and Hecla mines, were they not 
filled with water, some of them? Did we not have some testimony 
from some of them down there? 

Mr. Szxarus. Some of them still are. 

Senator ANpmRsoN. That is the way you want them left alone? 

Mr. Sxvarzs. Well, mines come in and get aged and go out. The 
Calumet 

Senator AnpgeRson. If these mines had been kept going by a small 
subsidy they would have been able to produce when it got up to 15 
cents, would they not, 21 cents, as did— 

Mr. Szarts. The Calumet and Hecla mine? 

Senator Anpyerson. Yes. There was testimony here before this 
committee that if they could have just been tided over a very brief 
period, and the water had not gotten ahead of them, they would 
have been able to have those mines producing today. But once the 
water gets in there they are at an end. I want to find out, is that 
your theory of leaving those mines alone? 

Mr. Szarus. Senator, I could not reply; I do not know. 

Senator AnpmERsON. I am trying to find out whether your interest 
in foreign mines is so great that your advice to Mr. Wilson is going 
to be prejudiced by that conviction that you expressed when you 
helped defeat, and probably were the principal factor in defeating, 
Senate 2105, which was passed by this committee, I believe, unani- 
mously, passed by the Senate of the United States unanimously, 
passed by a House committee, but ran into trouble when it got to 
the House, and was blocked. But for that we would have had an 
expansion of mining, which would now help us in our present situa- 
tion, we believe. 

Now, you do not believe it would. It is a question of one man’s 
judgment against the combined judgment of the Senate of the United 
States, and I admit that your practical experience may outweigh 
our zeal, but at least government of the people involves the theory 
that the Congress, having said something, should have had a chance 
to pass the law. 
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Most of our miners feel that your opposition was based upon your 
foreign mining interests, and I believe they have expressed that with 
great clarity. I have a letter here that I could read into the record, 
from one of the mines, known as the Peru Mining Co. You may not 
be familiar with it, but they had to close down; thank heaven, they 
are again reopening. No water came into their mines, but they were 
being left alone up until we got into this present emergency. 

Mr. SeaR.s. Senator, I would like to think that most of the miners 
do not think that of me; but, at any rate, my policy, my belief, about 
the present situation is that we ought to get all of these metals that 
we can into this country on account ‘of the urgency of the war program, 
the military program, the defense program, and I do not care whether 
they come from abroad or from the United States, really. Of course, 
there is a difference of—far be it from me to indicate that I think 
there is any reason for the zeal of the Senators or of this committee 
to do anything except what they think is the best. Surely, we are 
arguing this case on what we think is the best, not on some allegation 
of self-interest or something of that kind; and on the basis of what 
we think is the best, I say the thing is to get the metals for this defense 
program as quickly as we can, and where they come from is a matter 
of secondary importance. 

Senator Lenman. May I ask you, before the reimposition of this 
duty, where did your copper go, copper produc ‘ed in foreign countries 
Did it come here or to foreign markets? 

Mr. Sears. We sold a small amount here, but most of the time 
the market abroad has been so close to this that we have certain cus- 
tomers there that we sell to. 

Senator Corpon. Where abroad? 

Senator LeumMan. Mr. Chairman, the reason I am asking is this: 
I have been very much concerned by the very obvious scarcity of 
copper in this country. There is no doubt that we are not producing 
enough copper in this country to take care of our war effort and our 
industries, and | was wondering whether, in view of that fact, if you 
have a feeling that copper should come into this country, why you 
continue to deliver your copper to foreign countries? Certainly, the 
difference in profit return cannot be very substantial. 

Mr. Searus. Well, it is a difference of about 2 cents a pound. 

Senator LEHMAN. How can it be 2 cents a pound? We have been 
getting copper, we have id getting copper into this country, in very 
substantial quantities right along. I again want to repeat that I 
oppose this reimposition, but certainly that reimposition has not been 
harmful to the foreign copper companies because they, too, obtain a 
higher price where the copper is landed in this country. I cannot 
understand why, under those circumstances, such a substantial part of 
the copper produced by foreign companies owned or controlled or to 
some extent directly or indirectly subsidized by the American Govern- 
ment, should now be shipped to other countries rather than into this 
country, when there is no question about the shortage of copper. I 
think you will agree with that. 

Mr. Searus. There is a world-wide shortage of copper, and the 
shortage is such that the market abroad is higher than the market in 
the United States. 

Senator ANDERSON. If you had not had some help from ECA you 
would not be able to supply that market abroad, is that not true? 
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Mr. Searus. Now we are not producing. 

Senator ANpERsOoN. When our country is now in difficulty. 

Mr. Srearts. We are not producing any metals from any mine that 
has had ECA help so far. 

Senator ANDERSON. You are not? 

The Cuarrman. North African has not reached a productive stage? 

Senator Leaman. It seems to me that if your argument is correct 
that the price of copper is higher in other countries and, therefore, 
attracts the export or the import copper into this ¢ ountry, is that nota 
pretty good argument for subsidizing in this country? I say that in 
spite of the fact that, generally spe aking, I do not believe in subsidies, 
but how else can we produce the copper that we need? If we are not 
going to get it from import, how else are we going to get the copper that 
we need? 

Mr. Searts. If you take the 2-cent tariff off vou will get that much 
more from it. 

Senator LenmMan. What you said—lI asked you a few minutes ago 
even before the reimposition of the tariff, whether you were shipping 
your copper to this country, and your answer was small quantities of 
it; but I assume that the bulk of it went even in those days to other 
countries. 

Mr. Searus. Well, the price at that time was substantially the same, 
both abroad and here. 

Senator Leaman. If we had gotten that copper in could we not have 
stockpiled more readily than we have? 

Mr. Srarts. Yes; but nobody wanted to buy it then. 

The CuatrMan. Mr. Franz Schneider of your office appeared before 
the Appropriations Committee and said, ‘‘Don’t appropriate the 
money to buy it. 

Senator ANDERSON. Precisely. 

May I call your attention to the hearings of the Senate Commiitee 
on Interior and Insular Affairs on July 15, 16, 19, 30, and August 5, 
1949, on Senate 2105, and to just a few lines from the testimony of the 
Calumet & Hecla Corp. to which I referred a minute ago. This is at 
page 109, and I am quoting now from the representative of that firm. 
He said: 

Until recently when the shut-down was foreed upon us, we were producing 
from our own mines about 3,000,000 pounds of copper per month. ‘Three other 
companies produced another million and a half pounds or so per month. 

Ever since the end of World War II my company has been among those who 
have contended that the higher cost mines of this country were threatened with 
obliteration when the great void in civilian use of copper created by the war was 
again filled. We supported the Allen bill 2 vears ago, and the Russell bill a year 
ago, and testified that our district was in danger of shut-down without some sort 
of governmental encouragement. I am afraid we were suspected of crying 
“wolf” at that time. ‘This time we can come before vou and say that our fears 


were justified. We were forced to close our mines on May 1, 1949, and throw out 
of work some 2,000 men. 


There may be nothing to this theory that Government encourage- 
ment helps, but here is a manager of a mine that was producing 
3,000,000 pounds of copper per month, who had to close for just a 
very modest amount of Government encouragement, and that is the 
testimony that I have from any number of mines throughout this 
country. 

Senator Murray. That applies to the North Butte Mining Co. 
in Montana, does it not? They were forced to shut down because 
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they were not able to get the aid, and they were producing a tre- 
mendous amount of copper all during the war; they were very heavy 
producers. 

Mr. Sxarus. They are down very deep; I think, if I recollect rightly, 
that Anaconda was producing there, but it is not a substantial future 
producer, and I do not think that much would be saved by subsidizing 
the North Butte. 

Senator Murray. I understand they are getting contracts now for 
a tremendous production, and are going ahead with their program. 

Mr. Sxarus. North Butte? 

Senator Murray. Yes. Mr. Chairman, I should like to place in 
the record the telegram from the North Butte Mining Co. It is 
interesting to me that the Newmont stocks in 1943 were selling for 
$20.50 and they are now $111 per share. 

(The telegrain is as follows:) 


FEBRUARY 12, 195] 
lion. JaMEs E. Murray, 
Senator from Montana, 
Senale Office Building, Washington, D. C. 

The contract of March 1942 between North Butte and Anaconda was entered 
into for two reasons: Work on ore could be obtained faster through the adjoining 
Badger mine, Anaconda owned; second, the necessary dead work of repairing 
the Granite Mountain shaft which would take up searce labor was eliminated. 

There was no question during those first days of the war but that the contract 
entered into was the logical method to bring the Granite Mountain mine into needed 
production quickly. 

During the period of the contract, March 1942 to April 1946, there were pro 
duced from North Butte properties 30,140,000 pounds of recoverable cop; : 
The percentage of the gross value of this ore returned to North Butte Mining Com- 
pany was 17.58 percent, which was none of the base price and only 47.5 percent 
of the premium. The net income to North Butte, inchidi if a rents, rovaitie 
and other receipts before depletion and capital charge-off, per pound of recover- 
able copper was 1.953 cents. 

North Butte Mining Co. would have been much better off financially to have 
operated during those war vears through its own shaft We would at least 
have ended up with the property in an operating conditi 

In April 1946 North Butte had about $350,000 in the treasury and after Ana- 
conda canceled the contract, North Butte reopened the Granite Mountair 
for independent operation. Because of reopening costs when the premium 


plan was terminated on August 9, 1947, we had overexpended our treasury plus 
the receipts of an additional production of 3,000,000 pounds of returnable copper 


and were in the red over $50,000. We had reached a produet capacity of 
approximately 50 percent and our shaft was only in a passable working condition, 
Had the premium price plan continued for another vear we could have recovered 


those reopening costs and been in a position to have a profitable operation 


Norra Burre Mininc Co 
I. EK. SerRiIcsTap, 
General Maane 

Mr. Searus. Well, | would have to scrutinize that carefully; 1 am 
not fully familiar with it. 

Senator Murray. You take the position that a subsidy in this 
country to aid these mines results in a lower production? 

Mr. Searus. Yes; during periods of short manpower. 

Senator Murray. What statistics can you show to prove that? 

Mr. Searus. Well, the Senator has asked me to prepare some. [ 
did work up some. 

Senator ANpERSON. Mr. Chairman, I want to point out that the 
studies that were made by—lI cannot tell you now who it was, but I 
think it was a representative of OPA, perhaps, would indicate that 
when the subsidies were on, the production of copper and lead, and ziie 
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was not rising and did not go higher than had there been a free 
economy. I hope that no one would be misled by those statistics, 
because what actually was taking place was that when wage rates 
went up, miners began leaving the mines in great quantities, deserting 
the mines, and going elsewhere, and the premium plan was put into 
operation in order to hold a few miners inside of mine s, and keep what 
little production we had left. 

The committees of Congress were absolutely deluged with telegrams 
and letters and all sorts of affirmative showings from labor agencies 
that the people who were working in mines were moving out to the 
Lockheed factory in Los Angeles, and to some factory in some other 
city, and the mines were absolutely being stripped of their workers, 
and so it would be relatively easy to show that the inauguration of a 
premium plan did not result in the production of an additional pound 
of copper. But what vou cannot show is what would have happened 
if the premium plan had not been put in operation. 

There was not a mine in the country that was going to stay open 
that i know anything about. They were going to close. 

The Cuarrman. I am going to hand you the House hearings on 
the National Minerals Act of 1949, which took place on February 16, 
17, 18, and 21, March 9 and 10, and April 7, 1949, and beginning on 
page 310, at which appears exhibit 9, a premium price plan, its cost 
and results, being set forth there, which is a report written by Henning 
E. Olund, mining engineer, United States Bureau of Mines, and Samuel 
A. Gustavson, Metal Economics Branch, United States Bureau of 
Mines, Washington, D. C. 

There appear numerous charts on pages 310 and 311 which under- 
take to indicate in black graph form—lI will hand this now to Mr. 
Searls—what, according to that report was the amount of copper, 
lead, and zinc which was produced as a result of the premium price 
plan, and it seems to be a rather substantial amount. 

Senator ANDERSON. It was Mr. Searls’ contention that these men 
were attracted away from the good producing mines into these 
premium mines because of higher wages. 

The CHarrMAN. Yes. 

Senator ANpERsON. All I know is that every miner with whom | 
had any contact, contended that he was up against difficulty and 
probable disaster if we did not give some premium opportunities so 
that the normal mines of the country could stay open. I do not 
think—at least they do not to my mind prove that the premium plan 
did not result in extra production. I think it did. because labor was 
leaving the mines as rapidly as it could leave them, and had we not 
had some sort of premium plan, I was persuaded at the time, we 
might have had tremendous difficulty with the operation of mines. 

The Cuarrman. My concern about the premium plan and views 
that may be taken arises solely by reason of what the future policy is 
going to he. 

Mr. Searls is sitting upon the right hand of Mr. Wilson, and will 
advise Mr. Wilson with respect to this program. The Congress of 
the United States has spoken and has outlined a policy, and what we 
are concerned with is whether or not the policy of Congress is to be 
carried out or the policy of the Newmont Mining Co. 

Mr. Searus. Senator, just as information to me, as I see it, there 
is nothing mandatory in the Defense Act or in the regulation passed 
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since requiring the Defense Minerals Administrator to pay these 
subsidies; is there? 

The CuatrMan. Oh, Congress did not provide. 

Senator Corpon. That is where the danger lies; that is the reason, 
Mr. Searls, you are here. If it were mandatory, whatever you said 
to Mr. Wilson would not make a bit of difference. There would be 
the mandate. But here is a matter of judgment, here is a matter of 
policy; the Congress has indicated what it believes ought to be done 
and, nec -essarily, it cannot write out that sort of thing—cannot write 
out a mandate. There 1s too much room where there has to be 
information, factual information, which the Congress cannot have. 

The Congress has set out its policies here, and the Administrator 
can carry out the policy in good faith; he can take a liberal view of it 
or he can turn and substantially deny any action under the general 
policy at all, and that is the reason that you are here. 

Mr. Berason. May I answer that, please? 

Senator Corpon. Yes. 

Mr. Berson. As I understand, 
authorize the Secretary, 
to proceed that way. 

Senator Corpon. Right. 

Mr. Brereson. It is an authorization 
policy is deemed advisable. 

I do not read it as a congressional adoption of a policy. 
Congress had intended to adopt a policy 
direct approach to it. 

The CHairMAN. You are not taking into consideration the provi- 
sions of the Stockpiling Act. Do not forget that, Mr. Bergson. 

Mr. Berason. I just want to direct myself to this question of the 
following out of congressional mandates, congressional policies, and 
Mr. Searls’ ability to do so, and the possibility that Mr. Wilson might 
be deluding himself im thinking that he is getting impartial advice. 

Senator Corvon. That is what interests me. 

Mr. Bereson. I think that Mr. Wilson, when he picked Mr. 
Searls to do this job—Mr. Searls did not ask for it—felt that he was 
getting somebody who would give him impartial advice; and I think 
that he is entitled to rely upon that advic e, at least until he determines 
that the advice is not impartial. 

The CuatrMan. We are here to find out what the advice is going 
to be, and then this committee may pass upon the question as to 
whether that advice is likely to be beneficial to the country as a 
whole—whether or not it is likely to be beneficial. 

Senator Leaman. May I ask one question? Did jl understand 
you to say that your function was not only related to minerals and 
metals but to materials generally? 

Mr. Searts. Yes. 

Senator Leuman. Therefore, you would also be the man to advise 
with regard to additional facilities for steel and aluminum and other 
materials? 

Mr. Searus. Yes. 

Senator Leuman. How would you feel—leaving copper out of 
the discussion, we have only been talking about copper, and there 
are other mighty important elements—how would you feel about 
extending the facilities for the production of aluminum and steel? 
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Mr. Seartus. I think that a sharp distinction can be drawn, Senator, 
between the expenditure of Government money—that is, the exten- 
sion of subsidies for the speculative development of any additional 
material that is required, mineral or otherwise, that is speculative, 
and which may or may not result in a further increase—TI think that 
where ore bodies or raw materials are available, as in the case of 
aluminum or steel or anything like that, that we must, in one way or 
another, assist the production of facilities which would not normally 
be built, except for the defense program, otherwise we will not get 
facilities built, and we need that. 

But that is quite a different thing from undertaking—I think it was 
378 development prospects which have now been dumped as proposals 
on the Defense Minerals Administrator, seeking Government subsidy. 

Now, of those, it is safe to say that 300 will not find any ore—any 
ore that will be commercial or that should be mined during a period of 
short manpower—but that is quite a different thing from building an 
aluminum plant where the ore supply is known, and where we must 
have the added product. 

| could differentiate, for example, in vour plant for the production 
of aluminum from anorthosite. If ] had my way I would not finance 
that plant or cause it to be activated at all during a period of defense 
That is a speculative undertaking. If it is to be undertaken 1t is to 
be undertaken in peacetime—that is, if it is going to be undertaken 
with Government capital or with a contribution of Government 
capital. 

Those things, and such things as you mentioned, in the Bureau of 
Mines’ program like the production of artificial—I mean, of 
svnthetic—fuel, in my judgment, those are peacetime things, Senator, 
and now when we have got to do all of these additional facilities. 
when we have got to get out this defense program, we ought to put 
those things aside and do those in times when we are a little bit 
long on manpower, when people want jobs, than when you do not 
have so much force to do it, and that is a category of enterprise which, 
for the most part, is submitted to vou gentlemen by vour constituents, 
and which I know from long experience in going over the country 
will not end in production of additional metals 

The CrarrmMan. Let me ask you, then, Mr. Searls, are vou an 
officer and director of the Idarado Mining Co.? 

Mr. SE ‘RLS. Yes, sir. 

The Cuatrman. Is that one of the properties in Colorado to which 
vou referred? 

Mr. Searus. Yes, sir. 

The CHArrRMAN. Does that operate in Leadville? 

Mr. Searzs. No, in San Juan country. 

The CHarrMan. San Juan country? 

Mr. Sears. Yes. 

The CHatrMan. Do you have any properties anywhere adjacent to 
that Idarado tunnel that was sought by the mining interests of 
Colorado? 

Mr. Searus. You talk now of Leadville, I think; do vou not? 

The CuarrMan. I think so. 

Mr. Searus. Yes. We have the Resurrection Mining Co. in 
Leadville. 

The CuHatrmMan. Would it be the beneficiary of that tunnel? 
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Mr. Sears. Beg pardon? 

The CHarrMAN. It would be a beneficiary of that tunnel for the 
unwatering of mines. 

Mr. Sears. Well, the tunnel has sort of been established or been 
driven over Resurrection Co.’s violent protests, and practically over 
their dead body. We have opposed it at all times, because we think 
it is not beneficial to anybody, in a real sense. 

The Cuarrman. I do not recall your having appeared before the 
Appropriations Committee, or anybody representing your company 
appearing there. 

Mr. Searzs. I think if you inquire in Colorado or talk to either of 
the Senators from Colorado, they will, perhaps, accuse me even more 
forcibly than I have been accused here, of being largely instrumental 
in stopping that tunnel, when it was stopped. 

The CHarrMAN. My dear sir, I do not believe you have been 
accused of anything here. We are merely trying to develop your 
views, and I am very grateful to you for the frankness with which 
you answer the questions which are propounded to you. 

As I stated at the very outset, we are very much concerned to 
know whether or not the advice you are going to give Mr. Wilson wall 
be of aid and assistance and of sympathetic understanding for the 
development of new sources of needed metals and minerals, particu- 
larly the strategic materiais, or whether it will be an obstacle to that 
development. 

That is what we are seeking to find out, so far as I am concerned. 
The past is history, and I want to see what the future is going to be, 
because personally | believe that there are great sources —that there 
are still some substantial sources, let me say—of valuable materials 
and minerals in the United States which ought to be developed, and 
that the Newmont Ce., great as it is, has not secured all of the valuable 
properties as vet. 

Mr. Srarus. I could not agree with you more, Senator; and the 
only difference between us, I believe, is that I would like, in the first 
piace, to see people do that with their own money, and, in the second 
place, whether they do it with their own money or with Government 
money, a period of great economic stress and expansion of activities 
is a poor time to do it. 

The CHArRMAN. Very well. 

Section 304 (b) of the Defense Production Act of 1950 provides that 
any agency created under this section, other than corporations 

Any agency created under this section, and any department, agency, official 
or corporation utilized pursuant to this section is authorized, subject to the aj 


a)? 


proval of the President, to borrow from the Treasury of the United States such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303 

then follows a proviso limiting the amount outstanding for this purpose 
at any one time to $600 million. 

Sections 302 and 303 authorize the President to develop domestic 
sources of supply. 

The simple question is: Do vou believe that any action should be 
taken under that authority through Congress to stimulate the produc- 
tion of domestic minerals in the United States? 

Mr. Sears. If I had my way, during the period of intensive ex- 
pansion of facilities and of production of military end items at the top 
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speed, I would stop any such funds from being borrowed from the 
Government. 

However, if it is impossible to stop it entirely, then I would do as 
little as I could. 

The CHAIRMAN. Section 302 provides: 

To expedite production and deliveries or services to aid in carrying out Govern- 
ment contracts for the procurement of materials or the performance of services 
for the national defense, the President may make provision for loans (incluing 
participations in, or guaranties of, loans) to private business enterprises (including 
research corporations not organized for profit) for the expansion of capacity, the 
development of technological processes, or the production of essential materials, 
including the exploration, development, and mining of strategic and critical metals 
and minerals. Such loans may be made without regard to the limitations of exist- 
ing law and on such terms and conditions as the President deems necessary, except 
that financial assistance may be extended only to the extent that it is not otherwise 
available on reasonable terms. 

Do you want this committee to understand that your advice to Mr. 
Wilson is that no part of this fund provided in the Defense Production 
Act should be used for the purposes outlined for expansion of capacity, 
development of technological processes, production of essential ma- 
terials, including the exploration, development, and mining of strategic 
and critical metals and minerals? 

Mr. Sears. Certainly not, Senator. That section covers quite a 
territory, and it is my belief that its application to specific problems 
should be settled on an ad hoc basis; that there should be 

The CuarrmMan. There can be no objection to that, of course. Each 
case must be handled on its own, certainly. Now, what about ex- 
ploration? Do you mean that so far as vou are concerned you will 
not oppose the use of funds to aid the exploration for these materials? 

Mr. Searus. Well, I feel that that particular part of the program 
is one which is very subject to abuse, and that 

The CuarrmMan. We have a great many abuses, of course, and every- 
body will cooperate to eliminate abuses. We are talking here about 
programs which will develop results. 

Mr. Sears. If you know that programs will definitely result, then 
certainly there are a number of cases where such funds are proper, 
and should be used. What I object to, particularly, are the specula- 
tive programs, where there is no certainty that, as a result of the expen- 
diture, there will be an expansion in the supply of materials which are 
necessary, and that in those cases, for the most part, there should be 
no such 

The Cuarrman. It is my understanding that your company, the 
Newmont Mining Co., is in a substantial sense a financing corporation ; 
that it investigates mining enterprises of various kinds. It finances 
some, it rejects others. 

Mr. Searus. Yes, sir. 

The CuarrMan. Is that not a fact? 

Mr. Searts. Yes, sir. 

The CuairMAN. Have you ever backed any mining enterprise that 
did not succeed, made a test of it? 

Mr. Sears. We figure on about one out of five being successful. 

The CuarrMaNn. Very good, sir. 

Is there any reason why the Government of the United States should 
not do the same thing in a period of stress, such as this is? 

Mr. Searus. I think there is. 

The CuarrMan. Now we are getting somewhere. Why? 
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Mr. Sears. Because in a period of stress the manpower as well as 
materials that are involved, and so on, ought to be addressed to pro- 
grams which are fairly certain of producing desired results; namely, 
the expansion of the material that we need. 

Senator Leaman. Mr. Searls, what is the production of copper in 
this country today— domestic production? 

Mr. Searus. Well, about a million tons. 

Senator Leaman. What is the indicated consumption of copper for 
defense purposes and normal, reasonably normal, commercial pur- 
poses? 

Mr. Searus. Over the next 5 vears, assuming the military programs 
which we need, about 1,900,000 tons a vear. 

Senator LEHMAN. What are we getting in from export? 

Mr. Searus. We are getting in currently about 600,000 tons. 

Senator LEHMAN. Are we getting that in or is that what we might 
get in? 

Mr. Srarus. No, we might get in. We figure that we can get in, 
particularly if this tariff is taken off, all we need. 

Senator LEHMAN. But we are not getting it; we are getting 600,000 
tons. 

Mr. Sears. Yes. 

Senator LeuMan. That is higher than the figures I have seen, but 
I assume that you are correct. But even there there is a spread of 
300,000 tons and that, I believe you said, is the indicated consumption 
over a period of the next 5 years. Where are we going to get that, to 
fill that gap of 300,000 tons? 

Mr. Searts. We are going to get it from import. 

Senator LEHMAN. But we are aot getting it now, and you are not 
shipping here; your company is not shipping here, and your answer 
is that vou can get more money abroad for your product; and I do not 
see much hope under those circumstances. 

Mr. Searzs. All vou need to do is to take the tariff off. 

Senator LeHmMan. But you did not ship. I mean, if I understood 
vour testimony, vou did not ship even while the tariff was off. 

Mr. Searus. But we would now; we have offered it now. 

The CHAIRMAN. Provided the tariff is off. 

Mr. Searus. Yes. 

The CuarrMan. Then you put yourself in this position, Mr. Searls, 
in saying to a committee of Congress—and, therefore, to Congress 
that your company will continue to sell its product abroad until the 
Congress of the United States decides to cut the revenue of the Federal 
Government by whatever this 2-cent copper tariff produces; and I say 
that without in any sense being an advocate of keeping the tariff on. 

Mr. Sear.s. I will go further than that, Senator, and say that we 
told Mr. Small that we would send it over here anytime we were asked 
to by the Government. 

The CHarrMaAN. For what price? 

Mr. Searus. The going price here. 

The CHarrmMan. Regardless of the tariff? 

Mr. Sears. Yes. 

The CuarrmMan. Thatis fine. I think that we would have and there 
would be'a substantial gain if you did that. 

The information that has come to me indicates that foreign coun- 
tries are now stockpiling the materials which we might have obtained 
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had we made the appropriations for stockpiling which were requested 
by some of us, and requested by the Bureau of the Budget several 
years ago; so that prices are being bid up in the world market for many 
of these strategic and critical materials: and we are not as well off with 
respect to our stockpile derived from foreign sources as we would have 
been had it not been for the attack that was made upon stockpiling 
appropriations some time ago. 

Senator LeumMan. Mr. Chairman, | unfortunately have to leave in 
a few minutes. May I ask one question of Mr. Searls? 

The CuHarrMaAn. Yes. 

Senator LeHMaNn. You know the provision in the law—lI think it is 
in the law, or it may be in the revenue law—that new facilities may be 
amortized within a period of 5 vears? 

| understand there are a great many applications of that character 
now before the various departments of Government. Would those 
come to you for advice to Mr. Wilson? 

Mr. Searus. Not normally. 

Senator LeHMAN. What? 

Mr. Sears. Not normally. 

Senator LEHMAN. I was trying to develop what Mr. Searls’ attitude 
would be if there was an application for the expansion of facilities 
of the Aluminum Co. of America or the Steel Co. or any other com- 
pany producing steel or aluminum or any other critical item; whether 
he would feel that that was speculative, too, and, therefore, would be 
opposed to authorizing it. 

Mr. Searus. No; not at all. 

Senator LEHMAN. Have you given any thought to the fact—it is 
a matter which we discussed yesterday, and I think it is very im- 
portant in the writing of a revenue bill—that a steel company erec ting 
new facilities which could be amortized over a period of 5 years would 
still have facilities that might have value, and not for 5 years but for 
35 vears? As I understand it, there has been no formula worked out 
as yet—across-the-board formula—with regard to the manner of 
amortization and the amount of amortization which would have been 
permitted. 

Mr. Searzs. I think I share Mr. Wilson’s views that in many cases 
suggestions as to the extension of the 5-vear amortization have been 
far too liberal, and that a good many companies have been, as vou 
intimate, presented with plants at the end of 5 years by the Govern- 
ment, and it ought to be stopped; and there is a question to what 
degree amortization may be extended, which is probably also a thing 
to be settled ad hoc, and that is really in the hands of the DPA and 
Mr. Boyd’s shop, depending on what the facility is, and would nor- 
mally not come under Mr. Wilson’s cognizance, unless, as a matter of 
review or dispute, as has already occurred, as you probably know, in 
the matter of some of the aluminum things. 

Mr. Berason. May I add to that answer, Senator? 

When Mr. Wilson took office he was very much concerned as to 
the amount of tax amortization that was being given to companies 
which were building facilities that would have peacetime uses and 
that some of the tax-amortization requests that were coming in were 
for facilities that could be used and would be used many vears after 
the emergency was over. Consequently, he directed Mr. Harrison, 
under whose supervision this tax-amortization program is—by virtue 
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of Executive Order 10200, I believe it is—to work out with the certi- 
fying agencies, the agencies that procure the materials, such as the 
Interior Department so far as minerals are concerned, and the Depart- 
ment of Commerce so far as other materials are concerned, a formula 
whereby the peacetime operations of these new facilities could 
considered, and so that tax amortization would not be provided for 
the peacetime operations of the particular facilities. 

As a result of that, I know of one instance, in particular, 
100 percent amortization was cut to 80 percent. 

Now, in the steel industry, for example, the amortization certificates 
have run anywhere from 64 percent to 87 percent of the total cost of 
the facility. 

Senator Murray. Mr. Searls, I would like to ask one question here. 
Is it not a fact that the other large operating companies in the country 
under the subsidy plan developed new ore bodies, expanded their 
operations into new bodies of ore? 

Mr. Searus. You mean during the premium-price plan? 

Senator Murray. Yes. 

Mr. Searzs. Well, I do not think I could speak authoritatively to 
that, Senator. I! believe there were some. 

Senator Murray. I understand that is the fact. 

Mr. Searus. But, curiously, the big companies seem to get 
of the premiums. 

Senator Murray. Yes; they did get it. 

Mr. Searus. The aids to development. 

Senator Murray. The figures show that 73 percent of the mines 
having production premiums also had exploration premiums; 463 mines 
located in 20 States received limited and project exploration premiums. 
r Do all of the officials of your company share your 
reference to this matter? 

Mr. Sxarzs. | do not know that they do, Senator. 

Senator Murray. | understand that Mr. DeWitt Smith is an officer 
of your company; is he not? 

Mr. Swarts. Yes, sir. 

Senator Murray. Mr. Smith favored the premium price plan at 
the time it was in effect. In 1946 he said that they would like to take 
advantage of that kind of program and undertake to develop 

Mr. Searts. Metals Reserve Cocporation—was he speaking for 
Metals Reserve Corporation? 

Senator Murray. I do not know what concern. 

Mr. Sears. He was the head of the Metals Reserve Corporation 
of the Government, and I do not know. 

Senator Murray. He had left them at that time. 
vour company, as I understand it. 

Mr. Sears. I do not know, but we did receive two cases of sub- 
sidies under the premium-price plan for development. 

Senator Murray. You take the view that, as a result of the subsidy 
plan, the larger corporations would lose their manpower as a result of 
the men going to work in these smaller plants, smaller operations? 
Is it not the fact that we found during the period that that was in 
operation that a great many of these workers who went to work in 
new mines were men who were over age or in some way defective as 
able manpower, able workers, and thereby we brought into production 
a class of workers who would not otherwise have been employed at all? 
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Mr. Searus. That is not my recollection of the situation. 

Senator Murray. In these small mines, sometimes they are out of 
the district, away from the larger concerns, and as a result they get 
employees who would not normally be employed in the big mines 
at all. 

Mr. Sears. That could happen, and there may have been an 
individual case of it. I do not believe it was general. But there 
again you have something that the Senator puts me on the spot a 
little bit by saying that you cannot accept the proposition of post hoc 
ergo propter hoc. W ell, we have this subsidy, this premium-price 
plan and production of metals dropped. Now, that can be shown, 
and statistics do show it, and I have seen statistics. Whether or 
not you can demonstrate certainly that that is because of the premium- 
price plan might be a little bit more difficult because you probably 
will have to go to a great many more—— 

Senator Corpon. I have a few questions I would like to ask. 

The CHarrMAN. Yes. 

Senator Corpon. Mr. Searls, did I understand you to say correctly 
that Newmont Mining Co. has offered to Mr. Small to give any part 
or all of its copper to the United States if he wanted it, under existing 
conditions? 

Mr. Srarts. There was a reservation made, however, that we 
would have to get the agreement of the company, I mean. 

Senator Corpon. Do you feel that could be done? 

Mr. Searzs. The Tsumeb Co. There are four British shareholders, 
and there are a number of other companies in it, but we said that 
anytime the Government gets so short in the stockpile, or where it 
was actually currently needing this copper, we would sell it over 
here; and the way that came up, Senator—I would like to add this: 
My whole fears about the question of the supplies of copper from 
abroad that we hoped to get, and that we are really relying on so far 
as figures go over the 5-year period, they are going to be influenced 
by this group of committees which was named by the State Depart- 
ment following Mr. Attlee’s visit over here, so that the United States 
will not have the sole authority as to the disposition of foreign- 
produced metals, and if we are going to have a lot of international 
boards regulating where copper, lead, zinc, tin, rubber, and every- 
thing else goes, then you do have another risk element thrown into 
the thing, and I view those arrangements with some trepidation 
myself. 

Senator Corpon. My next question is: You feel that so far as you 
are concerned you would be willing to deliver, if you had the decision 
the production of your companies to the United States, tariff or no 
tariff, if you are called upon to do it? 

Mr. Searts. Yes, sir. 

Senator Fanaa But that would represent in toto, so far as the 
companies you are interested in, what portion of what you feel we 
need to get from abroad, based on present domestic production? 

Mr. Srearzs. Oh, 4 percent, I guess. 

Senator Corpon. Not more than that? Four percent? 

Mr. Srarts. Yes. 

Senator Corpon. I thought it was going to be a great deal more 
than that. 

Then, your view is that, if that be the correct amount, 96 percent 
of what we need now to import is coming from companies in which 
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you have no interest; would have to come from companies in which 
you have no interest, or your company has no interest. 

Mr. SEARLS. Yes, I think, including the copper that is already 
coming here. 

Senator CorDon. 

Frankly, 1 do not find myself too far away from you, from your 
views. Could we say today that in a given period of 1, 3, or 5 years, 
whatever it might be, we could make our stoc ‘piles wholly adequate 
for a long drawn-out war and at the same time furnish all of the 
metal that we need in this expansion defense program, would we be 
wholly certain of that, then I would think that I would agree with 
you that we should go most carefully in expending funds for what 
you term “speculative exploration.’’ It would seem to me sound 
under those circumstances. 

But, of course, the great imponderable here, the unknown factor, is 
how much time do we have. We did not know in 1940 or 1941 that 
we would be in a war in 1942, and we were called with reference to 
bauxite, when we were down in Venezuela, trying to find a way to dig 
a canal through a portion of Venezuela, simply to save the danger 
that was then present with reference to submarine attacks or attacks 
from other vessels—we did not dig it. We could not do it. But we 
were there doing it. 

We were there making an investigation, as I recall, and we recall, 
all of us, when substantially all of our imports were in tragic danger 
for a year or two, maybe three, during that war and vet we did not know 
that the war was coming until it hit us. Are we not in that shape 
now? Are we not in a position where, whatever might be sound if we 
knew the attack day, we have to look at these things from the view- 
point that we do not know, that within a year or 2 years or months 
we may be faced with that same submarine menace; and, no matter 
how much copper your company and all the companies in the world 
might be willing to bring to America, there might be little chance of 
our ever getting it. 

Considering the very grave danger that faces, and one which we 
cannot have any knowledge of as to its immediacy or its imminence, 
under those circumstances, would it not be sound for the United 
States to carry on an exploratory program in the United States for 
minerals in this country, even though, as you suggest, it might be 
in 5 or 1 in 10 so far as discovery was concerned—would it not be the 
sound thing to go forward with that kind of program, reasonably 
limiting it to amount, reasonably riding herd with reference to the 
speculative factor, and eliminating it as much as possible, and de- 
veloping, if we can develop, a knowledge of the location of metals 
here that at least we could mine if we knew where they were, if we 
were cut off from imports from around the world? Is that not a 
sound approach to it? 

The CHarrmMan. May I, before you answer, add just for the purpose 
of clarification, that in the list of essential materials presented to this 
committee yesterday were chrome, antimony, manganese. With re- 
spect to chrome, 99 percent of our domestic consumption is imported, 
| percent is produced in the United States. 

With respect to antimony, 61 percent is imported, and ‘ 
is produced in the United States. 

With respect to manganese, 90 percent is imported, and 10 percent 
produced in the United States; and the amount the United States 
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consumed of each of these items is listed respectively as 523,000 tons 
of chrome, 15,400 tons for antimony, 1,030,000 tons for manganese. 

There was also a.complete list of the materials for the exploration 
and development of which the witnesses before us yesterday said a 
program should definitely be undertaken. 

Senator Corpon. That just points up the question as I presented 
it to you, Mr. Searls. I would like to have your views on it. 

Mr. Searts. Well, as I gather your presentation, the primary 
question is one of what we do while we are builk ling a reasonable 
defense program against the possible incidence of total war at any 
moment, 

Senator Corpon. That is right. 

Mr. Searus. That is a major question in this country now, and i 
is a question that I shall not try to clarify for Mr. Wilson because | 
think he is going to clarify it himself pretty soon; I believe that one 
has to take a calculated risk on the question of having to go to total 
mobilization and all-out war, while producing a reasonable program 
which will, if we have it for a year or two, give us security, because if 
we do go to a total defense program and total mobilization, and the 
war does not come, it can well be in 2 years that we have done great 
harm to the country, largely destroyed its economy, greatly weakened 
it for combating a war when it does come. 

Senator Corpon. I agree with that generally. 

Mr. Searus. I do not think you can escape all risk, and you must 
relegate the question of a quick attack to a calculated risk. 

Senator Corpon. But if while we follow generally the plan that you 
suggested, we can at the same time expend some Federal funds in 
our own country in this exploratory work, minor in comparison to a 
total defense expenditure, even under our qualified mobilization of 
this type, is it not a sound thing to do in view of the fact that we know 
that we have vast mineralized areas; we know that we cannot have 
uncovered all our mineral wealth; we know that there are possibilities 
of very great ore bodies left in this country. In view of those facts, 
would it not be a sound approach to set up a reasonable program for 
exploratory work in that field in this time that we now have, and 
would it not be wise to do that even though the event shows that we 
will not have to face the all-out war? Is that not again a calculated 
risk? 

Mr. Sears. Of course, the Senators have so far looked over my 
past in the way of published articles, that I am surprised that they 
have not also found one in which I said that if that sort of thing has 
to be done, it should be done by slight and proper modifications of the 
tax law which would permit plenty of private capital, both in the 
small business category and in the case of larger mining companies to 
provide all the money they want for the kind of program which you 
suggest; and which, under those circumstances, would be applied in 
such a way as to do minimum damage to operating and producing 
mines, and maximum wisdom, if I may sav so, in the application of 
the funds to the most likely places for additional discovery. 

Senator Corpon. Assuming the soundness of your published views, 
that that tax change might and would result in that type of accelerated 
exploration, de -velopme nt, and production, are we not still faced with 
that unknown time element which in its probability would result in 
an almost total failure of private capital to get going within the time 
that might be available to do it? 
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Mr. Searzs. Well, Senator, 1 think I can say that I would never 
be unwilling to examine what ought to be done under slightly different 
sets of circumstances; and I can conceive of circumstances where what 
you suggest might certainly be done, and | would even go so far as to 
say that again on an ad hoc basis in the few cases it ought to be done 
now. 

But what I fear most is a generalized program where, starting with 
378 projects, as I think they have now, we will have to examine a 
thousand projects which will be supported by either you gentlemen or 
somebody else in the Congress, and which will on the whole greatly 
increase the Government’s expenditure, not only of money but of 
materials and manpower, at a time when we need them seriously for 
something else, which we are sure will produce a result. 

Senator Corpon. What you are really afraid of then, Mr. Searls, 
is & runaway mineral exploration, one that gets completely out of 
hand and becomes substantially wildeatting. 

Mr. Searzs. That is right. 

Senator Corpon. But short of that there is a field for Government 
aid. Would you go that far? 

Mr. Searus. Yes; if 1 could settle for 50 projects, | would sure do it. 

Senator Corpon. I do not want you to settle at all. Ll am again 
seeking to get vour views. You are a man of experience in this field 
and you are a man right now who is standing in a mighty important 
place in the Government of the United States, and there is a heavy 
responsibility on your shoulders. 

Mr. Searzs. I hope I appreciate that, Senator. 

Senator Corpon. That is all, 

The CHatrMAN. It is almost 1 o’clock, Mr. Searls, and we will not 
detain you much longer. I merely wish to call your attention to the 
reports from the Standard & Poor’s directories on the Newmont 
Mining Corp., the O’okiep Copper Co., the Rhodesian Angel Ameri- 
can, Ltd., and the Hudson Bay Mining & Smelting Co. These were 
taken from the current. issue of that directory. 1 merely wish to ask 
whether they represent substantially the facts of the cases in respect 
to those listed there? 

Mr. Sxarus. I have not seen them, sir. 

The CyHatrMan. I thought you were familiar 
Poor's. | 

Mr. Sears. No; 1 have not seen them. 

The C HAIRMAN. It is regarded as an authentic directory. 

Mr. Searus. There are certain things that might be mentioned, 
however, and that is that the Newmont Mining Corp. has been for 
some time, and probably has gone a good way since these were 
published, in the position of divesting itself of its ownership in 
Hudson Bay Mining & Smelting Co., and the Rhodesian Mining 
Co., and so those figures of our holdings in those companies may 
very well be in error. 

The CHarrMan. Supposing I asked you to give the committee a 
list of the companies in which you are an officer or director, and : 
list of the companies in which Newmont Mining Co. owns an inte my 

I want particularly to call your attention to the list of companies 
in the Newmont report of Standard & Poor’s in which Newmont is 
said to have a controlling interest. This appears on page 6661 of 
the Standard & Poor’s directory. Newmont Mining Co. of Canada, 
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Ltd., 100 percent; Newmont Oil Co., 100 percent; Newmont Explora- 
tion, Ltd., 100 percent; Idarado Mining Co., 87.3 percent; Atlas 
Mining Co., 100 percent; Société de Developpement Minier, 65 per- 
cent; Island Mountain Mines Co., Ltd., 55.7 percent; Berens River 
Mines, Ltd., 72.3 percent; O’okiep Copper Co., Ltd., 56.3 percent; 
Geophysical Exploration Co., 75 percent; Tomboy Gold Mines, Inc., 
66 percent, the latter, however, being listed as an inactive corporation. 
Is that substantially accurate? 

Mr. Sxarus. No, sir. The figures are greatly changed since that 
publication and also to give that proper background, it is necessary 
to say that a number of those companies are either small or inactive. 

The CuHarrMaANn. There is also listed here what purports to be a 
list of common stocks in which Newmont funds are invested in stocks 
listed on domestic and foreign exchanges, in which you apparently 
have an interest, and miscellaneous stocks of and loans to corporations 
and other undertakings. 

Mr. Sears. I would be very happy, Senator, to furnish you with 
our up-to-date report which is accurate in respect to those, and all 
other things. 

The CuarrMan. I think the committee would very much appreciate 
that because we would like to know the companies of which you are 
an officer and director, and the companies in which Newmont is 
directly interested, and those in which it has complete control, and 
those in which it has a minor interest, and various countries in which 
these interests are located. 

Mr. Srarts. I think it is a very proper request, and I will be glad 
to furnish it to the committee. 

(Mr. Searls subsequently furnished the list which appears in the 
en ) 

The CuarrMan. At this point there will be inserted in the record 
a portion of the testimony of Franz Schneider, who was executive 
vice president and director of Newmont Mining C orp. Mr. Schneider 
was a member of the Hoover Commission task force investigating 
the then National Military Establishment. 

On June 16, 1949, in an appearance before the Senate Appropria- 
tions Subcommittee he testified: 

Accordingly, I take the liberty of suggesting to the committee that it give 
serious consideration to the possibility of an over-all cut of the order of $114 billion, 
this to include cuts in the cash and contract authority appropriations for stock- 
piling and in the contingent items amounting to $830, 000,000 which cover housing 
and building construction and. pay increases, and the elimination of the amounts 
added by the House. Such a cut would have the effect of reducing the President’s 
ceiling from $15,000,000,000 to $13,800,000,000 and his budget request plus the 
contingent items and stockpiling by approximately $1,000,000,000. 

That is from page 19 of the Senate hearings on H. R. 4146. 

Now, one other question: The Secretary of Interior and the Bureau 
of Mines and the National Production Authority yesterday presented 
to this committee a tentative plan for the allocation of $10 million 
to the development of a particular list of strategic and critical ma- 
terials which I have handed to you. 

In the light of our discussion today, would you regard—and of the 
questions asked by Senator Cordon—would you regard an expendi- 
ture of that size as being unwise or a calculated risk for the purpose 
of development of domestic sources of these materials, if they exist? 
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Mr. Sears. 1 would prefer that it be not done chiefly because 
of the fact that it sets a precedent, but I doubt if I will be consulted 
about it, and I doubt if I will exercise any influence as to whether 
or not it would be done. 

The CHarrMan. Well, I hope you will not, 
{Laughter.] 

Thank you very much, Mr. Searls. We appreciate your appear- 
ance here and the frankness with which you have answered our 
questions. 

Senator Corpon. I join the chairman in that statement, Mr. Searls, 

Mr. Searus. I would just like to say one thing more with respect 
to this. 

The CHAIRMAN. Yes, indeed. 

Mr. Sears. This information I am asked about as establishing a 
failure, as I see it, of the premium price plan to increase production, 
I admit that those statistics are partly convincing to me, because 
they show that after the premium price plan, total production 
dropped. 

Now, if the Senators wish to say that if it had not been for the 
premium price plan production would have dropped still further, that 
is more dif ut to determine. 

The Cua. tan. Post hoe ergo propter hoc. 

Mr. Searus. Yes. 

(Subsequently the following information was received from Mr, 
Searis: ) 


from what you say. 


Executive OFFICE OF THE PRESIDENT, 
OrriceE OF DEFENSE MOBILIZATION, 
Washington, D. C.. February 16, 1951. 
Mr. Miuus Astin, 
Chief Clerk, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Mr. Astin: I have reviewed the transcript of the proceedings of the 
Committee on Interior and Insular Affairs of Tuesday, February 13, and have 
noted a few minor corrections in the text. I appreciate having had the oppor- 
tunity to review the transcript and am returning it herewith. 

I am also enclosing a statement of the holdings of the Newmont Mining Corp.; 
a list of the companies of which I am a director; a brief statement showing the 
effect of Government subsidies on production; and an answer to the question 
set out in the committee’s letter of February 14, addressed to Mr. Bergson of 
this office. 

Sincerely yours, 
FreD SEARLS, Jr., 
Assistant to the Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OrriceE OF DEFENSE MOBILIZATION, 
Washington, D. C., February 16, 1951. 
Memorandum to: Senate Committee on Interior and Insular Affairs. 


The following is the statement requested of me in testimony before your com- 
mittee on February 13. It is largely taken from a report to Mr. Hill of the 
National Security Resources Board in 1948, which report, though classified, was 
made available to the Congress. 

FRED SEARLS, Jr. 


It was demonstrated during the last war, and in a period since the war, that the 
premium price plan did not and does not increase production of nonferrous metals 
during periods of full employment. The fundamental underlying reason is that 
production of metal per man-shift in marginal mines is substantially less than in 
producing higher-grade mines; and the diversion of labor to mines requiring 
Government aid for profitable operation means a greater decrease in output from 
the good mines than is compensated by the marginal production. This principle, 
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clearly recognized, supported, and even implemented by the armed services during 
the activities of the WPB Facilities Bureau in 1942 and 1943 was redemonstrated 
in 1946 under the premium price plan. It is interesting to note that the Munitions 
Board, mindful of wartime experience, has firmly and consistently declined 
against congressional advice—to tie stockpiling plans to any mineral subsidy 
program. 

The decrease in output of copper, lead, and zine is shown in the attached table I. 
This shows a gradual deterioration of production from 1942 through 1946, during 
the existence of the premium price plan. The copper decreased from 988,000-ton 
level in 1942 to a low of 602,000 tons in 1946. For lead the corresponding figures 
are 447,000 tons in 1942 reduced to a low of 332,000 tons in 1946, and the zine 
reduced from the level of 696,000 tons in 1942 to 565,000 tons in 1946, 

\vailable statistical data on manpower productivity (metal produced per 
man-shift emploved in the industry) in copper, lead, and zine mines do not clearly 
show the effect of shifting available manpower from the more efficient to the less 
efficient mines that were paid premiums. This is because the breakdown is not 
available of the more efficient against the less efficient production during the war 
years. In the case of copper, for example (see table Il), the actual fact is that 
productivity in terms of metal per man-shift increased for the period 1942 to 
1946 for open-pit mines, which were with only one exception not paid any 
premiums. At the same time the productivity of the underground mines, which 
encompassed the great majority of the mines to which premiums were paid, 
decreased sharply, reflecting unproductive diversion of labor to the less efficient 
mines. Beeause the larger part of the Nation’s production was derived from the 
open-cut mines during the period in question, the rising trend of efficiency in these 
nonpremium mines masked the falling productivity of underground mines, and 
the over-all result as shown by the United States Bureau of Mines manpower 
figures for copper indicates a general upward trend. 

The same general conclusions and breakdown on the productivity in lead and 
zine mines would hold 

\ case in point, showing the ill-advised diversion of labor to unproductive 
purposes, is the Leadville tunnel, which the chairman mistakenly thought was in 
some way desired by Resurrection Mining Co., a subsidiary of Newmont, on the 
grounds that it would be of assistance to Newmont activities in Leadville. On the 
contrary, the tunnel has been and will be of no assistance to Newmont, and has 
been opposed by Newmont as a wasteful expenditure. It is a typical Government 
project, which was operated during the closing vears of the last war with the 
diversion of about 160 men from production effort in the Resurrection mine and 
the Climax molybdenum mine, and was then abandoned during the entire inter- 
emergency period, being started up again last vear with the diversion of 60 or 70 
of the best miners in Leadville from producing lead and zine in Resurrection 
mine, and molybdenum in the Climax molybdenum mine. 

The present shortage of molybdenum is particularly grave, and a telegram, 
quoted below, from Mr. Harnischfeger, head of the Harnischfeger Corp., states 
it is urgently needed for steam shovels, heavy cranes, and similar heavy equip- 
ment. This equipment is being delayed, as is stated in his telegram, by the 
shortage of molybdenum. 

The cost of the Leadville tunnel during the first period of operation was approxi- 
mately $186 a foot, about four times the normal cost of such a tunnel driven as a 
private enterprise. The present cost is not known, but is greater than is justified 
by any likelihood of production within the next 2 years. It is my opinion that 
little or no ore will ever be taken out via the Government tunnel. 


TaBiLe I.—Premium and total production of copper, lead, and zinc in tons during 
premium price plan 








Copper Lead Zine 
Yea E 

. Premium Total Premium Total Premium Total 

metal metal metal metal metal metal 
1942 100, 358 QRS, 094 77, 798 447, 056 199. 590 696, 248 
1943 231, 385 1, 090, 818 147, 941 444, 000 395, 158 740, 668 
1944 220, 651 969, 789 205, 568 410, 016 432, 337 715, 806 
1945 202, 257 771, 863 . 192 386, 561 393, 583 612, 548 
1946 203, 689 602, 355 5, 662 332, 478 378, 140 565, 787 
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Productivity in copper mines 





Open cut Block caving Other underground All mines 
Produc- | Produc- Produ Produc- 
Year Total tion, Total tion, rotal tion, Potal tion, 
pounds pounds pound pounds 
pounds | per cubic pounds ver cubic pounds per cubi pounds wer cubie 
(000,000 I ater. 1 000,000 |! cate 000,000 | 4 “ ree 000,000 ws ime 
omitted | omitted med mitted ae omutte a 
| - (daily | “ (daily |‘ (daily mutted daily 
| average average average average) 
| i 
eo ae 
a . ona] 1, 182 652 302 328 500 103 1, 984 262 
| RAS Stal ete 720 700 164 348 192 Q? 1, 076 100 


FEBRUARY 5, 1951, 
Mr. CuHartes FE, Witson, 
Director. Office of Defe nse Mobilization, 
Washington, D. C 

Recent molybdenum delivery order will completely prohibit production and 
shipment of 75 to 80 percent of power cranes and shovels, hoists, overhead cranes, 
engines, and welding electrodes. Will cause loss of $3,000,000 monthly shipments 
and unemployment of at least 1,800 persons. 

Molybdenum is used in all our alloy irons and alloy rolled and cast products. 
Our engineering department was asked to find substitutes during the previous 
war. All substitutes now possible lead into other previously restricted and 
critically short alloying elements. It is inconceivable that our Government is 
setting up crippling restrictions for essential products which necessarily are 
highly stressed and require alloys. 

We request immediate review of this stringent order. 

HARNISCHFEGER Corp., 
W. HarniscuFrecer, President. 


EXECUTIVE OFFICE OF THI 
OFFICE OF DEFENSI 
Washington, ry ie 


PRESIDENT, 

MOBILIZATION, 

February 16, 1951. 
Memorandum to: Sengte Committee on Interior and Insular Affairs. 

The following is information requested by your committee on the occasion of 
my testimony on February 13, stating the present boldings and percentage of 
uutstanding stock of companies in which Newmont Mining Corp. is interested; 
also the names of the companies with which I have some official connection, and 
designation of that connection. 

FRED SEARLS, Jr. 
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Common stocks owned by Newmont Mining Corp. at 
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Percentage 
owned of 





iG 


= el SN 


Dec. 31, 1950 


Percentag 
owned of 


‘ ; Shares | total stock . <5 Shares | total stock 
Company owned | issued and Company owned | issued and 
outstand- out- 
ing standing 
A—DOMESTIC A—DOMESTIC—continued 
rhe American Metal Co Texas Gas Transmission 
(Ltd.) - 1, 955 0.1 Corp . 27, 200 2 
Atlas Mining Co 276, 000 73.4 Tomboy Gold Mines, Inc.! 113 17.3 
Columbus Mining Co. 38, 333 38.3 Transcontinental Gas Pipe 
Carthage Hydrocol, Inc 632 4 Line Corp 233. 940 6.6 
Cyprus Mines Corp-- 40, 625 13.7 Verde Exploration, Ltd 87, 400 23.5 
Continental Oil Co 261, 260 5.4 Western Natural Gas Co 16, 500 1.6 
Creole Petroleum Corp 21, 600 1 
East Tennessee Natural R— FOREIGN 
Gas Co 131, O87 12.2 
E! Paso Natural Gas Co 30, 690 1.4 Anglo-Lranian Oil Co. 
Empire Star Mines Co., (Ltd.) 2, O82 0 
Ltd : 43, 329 37.3 Berens River Mines Co 
Equitable Gas Co 23, 000 11 Ltd _ _- , 1, 446, 495 72 
Geophysical Exploration Broken Hill South, Ltd 15, 688 
Co 75, 000 75.0 || The Consolidated Zinc 
Getchell Mine, Inc 130, 700 8.7 Corp., Ltd 24, 300 4 
Goldfield Deep Mine Co. of Hudson Bay Mining & 
Nevada 2, 973, 890 20.8 Smelting Co., Ltd 50, 890 1.8 
Hecla Mining Co 9, 000 9 Island Mountain Mines 
Idarado Mining Co 1, 336, 201 714.2 Co., Ltd 584, 894 55.7 
Kennecott Copper Corp 108, 800 1.0 || Mid-African Exploration 
Magma Copper Co 140, 658 22.2 Co 100, 000 109.9 
New Perk Mining Co 46, 039 1.6 Newmont Mining Corp. of 
Newmont Exploration, Ltd 620. 000 100.0 Canada, Ltd 65, 000 100.0 
Newmont Oil] Co 293, 236 100. 0 Société de Developpement 
Phelps Dodge Corp 153, 051 3.0 || Minier ! 650 65 
Polaris Mining Co 19, 900 1.0 || Soci'té Nord Africaine du 
Resurrection Mining Co 579, 000 33.3 Plomb 23, 887 1.5 
Richmond-Eureka Mining Tsumeb Corp., Ltd 1, 140, 000 28. § 
Co.! 12, 337 4.0 || O’okiep Copper Co., Ltd 575, 103 56 
Safari Corp 7 50. 0 Rhodesian Anglo-American, 
St. Joseph Lead Co 37, 254 1.6 Ltd 136, 501 
rennessee Gas Transmis- 
sion C 31, 250 5 


1 Inactive. 


Atlas Mining Co : 
The American Metal Co., Lt 


d.! 


Boyce Thompson Institute for Plant Research, Inc 


Empire Star Mines Co., Ltd 


Geophysical Exploration Co 
Hecla Mining Co 
Idarado Mining Co 


Island Mountain Mines Co., 
Mid African Exploration Co. 
New Verde Mines Co? 

Newmont Mining Corp. of ( 


Newmont Oil Co ae 
Newmont Exploration, Ltd 
North Beek Mining Co.? 


Northern Empire Mines Co., 


O’okiep Copper Co., Ltd.! 
fesurrection Mining Co 
Rhodesian Anglo-American, 
RTE NO So ston angie 
Société Nord Africaine du Pl 
Tomboy Gold Mines, Ine 
Tsumeb Corp., Ltd. 


Undersill Gold Mining Co., Ltd? 


1 Operates outside of United States. 
2 Inactive. 
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The functions that I perform for Mr. Wilson consist mainly of assisting him on 
the over-all materials problem of the defense mobilization effort. In performing 
these functions I maintain constant contact with the agencies and consult and 
advise with them regarding methods and procedures for obtaining the maximum 
amount of critical minerals and materials in a manner consistent with the over-all 
defense effort. To the extent that they may conflict with one another or with 
other facets of the defense mobilization program I would review the decisions of 
the Defense Production Administration and the Secretary of the Interior and 
make appropriate recommendations to Mr. Wilson. 

Since undertaking these duties I have reviewed the items of copper, lead, and 
zine for the stockpile at the request of the Munitions Board, and I am engaged 
in the assembling of information to advise them with respect to other items. | 
have been consulted by the Defense Minerals Administrator or his staff with re- 
spect to difficulties in the aluminum expansion program, certain organization 
questions, proposals for extending one type or another of subsidy to mineral 
projects, cooperation with GSA, foreign purchases, and perhaps certain other 
details. I have been consulted by the Deputy Petroleum Administrator with 
respect to organizational and technical questions and field supplies. I have 
discussed a wide variety of problems with the special assistant to the Director 
(General Clay), have been particularly consulted by the ECA, and am working 
on a considerable shrinkage of its foreign program with respect to materials 


(Whereupon, at 1:10 p. m., the committee adjourned.) 











APPENDIXES 


Excerpts From Pusuic Law 909, E1cary-First Concress (Excess PRoFits 
Tax) 
SEC. 433. EXCESS PROFITS NET INCOME. 
(a) TAXABLE YEARS ENpiING ArrerR JUNE 30,1950 * * *. 
(1) ADJUSTMENTS * * *, 
* ~ + * * * * 


“(1) Nontaxable Income of Certain Industries With Depletable 
Resources.—In the case of a producer of minerals, or a producer of logs 
or lumber from a timber block, or a lessor of mineral property, or a timber 
block, as defined in section 453, there shall be excluded nontaxable 
income from exempt excess output of mines and timber blocks provided 
in section 453; in the case of a natural gas company, as defined in section 
453, there shall be excluded nontaxable income from exempt excess 
output provided in section 453; and in the case of a producer of minerals, 
or a producer of logs or lumber from a timber block, there shall be 
excluded nontaxable bonus income provided in section 453. In respect 
of nontaxable bonus income provided in section 453 (c), a corporation 
described in section 453 (c) (2) shall be deemed a producer of minerals 
for the purposes of this subparagraph; 

* * * * » 7 * 

“(P) Payments to Encourage Exploration, Development, and Mining 
for Defense Purposes.—An amount paid to a taxpayer by the United 
States (or any agency or instrumentality thereof), whether by grant or 
loan, and whether or not repavable, for the encouragement of exploration, 
development or mining of critical and strategic minerals or metals pur 
suant to or in connection with any undertaking approved by the United 
States (or any of its agencies or instrumentalities) and for which an 
accounting is made or required to be made to an appropriate govern- 
mental agency, and the forgiveness or discharge of any such amount, 
shall be excluded in computing excess profits net income; and any expend- 
itures (other than expenditures made after the repayment of such 
grant or loan) attributable to such grant or loan shall not be deductible 
by the taxpayer as an expense nor increase the basis of the taxpayer’s 
property either for determining gain or loss on sale, exchange, or other 
disposition or for computing depletion or depreciation, but upon the 
repayment of any portion of any such grant or loan which has been 
expended in accordance with the terms thereof such deductions and such 
increase in basis shall to the extent of such repayment be allowed as if 
made at the time of such repayment; 


* * * + * * . 
“SEC, 450. CORPORATIONS ENGAGED IN MINING OF STRATEGIC 
MINERALS. 


“(a) ExempTiIon From Tax.—In the case of any domestic corporation engaged 
in the mining of a strategic mineral, the portion of the adjusted excess profits net 
income attributable to such mining in the United States shall be exempt from the 
tax imposed by this subchapter. The tax on the remaining portion of such ad- 
justed excess profits net income shall be an amount which bears the same ratio to 
the tax computed without regard to this section as such remaining portion bears 
to the entire adjusted excess profits net income. 

b) Derinitions.—For the purposes of this section 

1) the term ‘strategic mineral’ means antimony, chromite, manganese 
nickel, platinum (including the platinum group metals), quicksilver, sheet 
mica, tantalum, tin, tungsten, vanadium, fluorspar, flake graphite, vermicu- 
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lite, perlite, long-fibre asbestos in the form of amosite, chrysotile or crocido- 
lite, beryl, cobalt, columbite, corundum, diamonds, kyanite (if equivalent in 
grade to Indian kyanite), molybdenum, monazite, quartz crystals, and uran- 
ium, and any other mineral which the certifving agency has certified to the 
Secretary as being essential to the defense effort of the United States and as not 
having been normally produced in appreciable quantities within the United 
States. 

“(2) The term ‘certifying agency’ means the department, official, corpora- 
tion, or agency utilized or created to carry out the authority of the President 
under section 303 (a) of the Defense Production Act of 1950 to make provision 
for the encouragement of exploration, development, and mining of critical 
and strategic minerals and metals. 

“(e) CERTIFICATION DuriInG TAXABLE YEAR or Taxpayer.—In determining 
under subsection (a) the portion of the adjusted excess profits net income which 
is attributable to the mining of a mineral which is a strategic mineral by reason of 
a certification made during the taxable vear, such portion shall be an amount 
which bears the same ratio to the portion of the adjusted excess profits net income, 
determined without regard to this subsection, attributable to such mining during 
the entire taxable vear as the number of days for which the taxpaver held the 
mineral property during the taxable year and after the date of the making of the 
certification bears to the number of days for which the taxpayer held the property 
during such taxable year. 

“(qd) APPLICATION OF Section to Lessor.—In the case of a mining property 
operated under a lease, income attributable to such property derived by a lessor 
corporation shall, for the purposes of this section, be considered to be income of a 
corporation engaged in mining. 

* * * * + + 


“SEC. 453. NONTAXABLE INCOME FROM CERTAIN MINING AND TIM- 
BER OPERATIONS, AND FROM NATURAL GAS PROPER. 
TIES. 
(a) Derinitions.—For the purposes of this section and section 433 (a 

“(1) PrRopUCER; LESSOR; NATURAL GAS COMPANY.—The term ‘producer’ 
means a corpora.ion which extracts minerals from a mineral property, or 
which cuts logs from a timber block, in which an economic interest is owned 
by such corporation. The term ‘lessor’ means a corporation which owns an 
economic interest in a mineral property or a timber block, and is paid in 
accordance with the number of mineral units or timber units recovered 
therefrom by the person to which such property or block is leased. The 
term ‘natural has company’ means a corporation engaged in the withdrawal, 
or transportation by pipeline, of natural gas. 

(2) MINERAL UNIT, NATURAL GAS UNIT, AND TIMBER UNIT.—The term 
‘mineral unit’ means a unit of metal, coal, or nonmetallic substance in the 
minerals recovered from the operation of a mineral property. The term 
‘natural gas unit’ means a unit of natural gas sold by a natural gas company. 
The term ‘timber unit’ means a unit of timber recovered from the operation of 
a timber block. 

“(3) Excess ourput.—The term ‘excess Output’ means the excess of the 
mineral units, natural gas units, or timber units for the taxable year over the 
normal output. 

‘“(4) NorRMAL output.—The term ‘normal output’ means the average 
annual mineral units, or the average annual timber units, as the case may be, 
recovered in the taxable years beginning after Deeember 31, 1945, and not 
ending after June 30, 1950, (hereinafter in this section called, normal period), 
of the person owning the mineral property or the timber block (whether or 
not the taxpayer). The term ‘normal output’, in the case of a natural gas 
company, means the average annual natural gas units sold in the taxable 
vears beginning after December 31, 1945, and not ending after June 30, 1950, 
(hereinafter in this section called normal period), of the person owning the 
natural gas property (whether or not the taxpayer). The average annual 
mineral units, natural gas units, or timber units shall be computed by divid- 
ing the aggregate of such mineral units, natural gas units, or timber units 
for the normal period by the number of months for which the mineral prop- 
erty, natural gas property, or timber block was in operation during the normal 
period and by multiplying the amount so ascertained by twelve. In any 
case in which the taxpayer established, under regulations prescribed by the 
Secretary, that the operation of any mineral property, natural gas property, 
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or timber block is normally prevented for a specified period each year by 
physical events outside the control of the taxpayer, the number of months 
during which such mineral property, natural gas property, or timber block 
is regularly in operation during a taxable year shall be used in computing the 
average annual mineral units, natural gas units, or timber units, instead of 
twelve. Any mineral property, natural gas property, or timber block, 
which was in operation for less than six months during the normal period, 
shall, for the purposes of this section, be deemed not to have been in operation 
during the normal period. 

(5) NATURAL GAS PROPERTY.—The term ‘natural gas property’ means the 
property of a natural gas company used for the withdrawal, storage, and 
transportation by pipeline, of natural gas, excluding any part of such prop- 
erty which is an emergency facility under section 124A. 

(6) MINERAL PROPERTY.—The term ‘mineral property’ means a mineral 
deposit, the development and plant necessary for the extraction of the de- 
posit, and so much of the surface of the land as is necessary for purposes of 
such extraction. 

(7) Minerauts.—The term ‘minerals’ means ores of the metals, coal,:-and 
such nonmetallic substances as abrasives, asbestos, asphaltum, barytes, 
borax, building stone, cement rock, clay, crushed stone, feldspar, fluorspar, 
fuller’s earth, graphite, gravel, gypsum, limestone, magnesite, marl, mica, 
mineral pigments, peat, potash, precious stones, refractories, rock phosphate, 
salt, sand, shell, silica, slate, soapstone, soda, sulphur, and tale. 

“(8) TrmpeR BLOcK.—The term ‘timber block’ means an operation unit 
which includes all the taxpayer’s timber which would logically go to a single 
given point of manufacture. 

“(9) NORMAL UNIT PROFIT.—The term ‘normal unit profit’ means the 
average profit for the normal period per mineral unit for such period, deter- 
mined by dividing the net income with respect to minerals recovered from 
the mineral property (computed with the allowance for depletion computed 
in accordance with the basis for depletion applicable to the current taxable 
year) during the normal period by the number of mineral units recovered 
from the mineral property during the normal period. 

(10) ALTERNATIVE COMPUTATION.—In any case in which more than one 
mineral property is owned or operated by a lessor or producer as defined in 
(a) (1) of this section, such lessor or producer may treat the mineral prop- 
erties as one property for purposes of computing exempt excess output under 
this section. 

“(11) EsTIMATED RECOVERABLE UNITS.—The term ‘estimated recoverable 
units’ means the estimated number of units of metal, coal, or nonmetallic 
substances in the estimated recoverable minerals from the mineral property 
at the end of the taxable year plus the excess output for such year. All 
estimates shall be subject to the approval of the Secretary, the determina- 
tions of whom for the purposes of this section, shall be final and conclusive. 

(12) Exempt Excess output.—The term ‘exempt excess output’ for any 
taxable year means a number of units equal to the following percentages of 
the excess output for such year: 

“100 per centum if the excess output exceeds 50 per centum of the estimated 
recoverable units; 

“95 per centum if the excess output exceeds 3313 but not 50 per centum of 
the estimated recoverable units; 

“90 per centum if the excess output exceeds 25 but not 334 per centum of 
the estimated recoverable units; 

“85 per centum if the excess output exceeds 2) but not 25 per centum of the 
extimated recoverable units; 

“80 per centum if the excess output exceeds 16% but not 20 per centum of 
the estimated recoverable units; 

“60 per centum if the excess output exceeds 1437 but not 163s per centum of 
the estimated recoverable units; 

“40 per centum if the excess output exceeds 12}: but not 1435 per centum of 
the estimated recoverable units; 

“30 per centum if the excess output exceeds 10 but not 12!5 per centum of 
the estimated recoverable units; 

‘20 per centum if the excess output exceeds 5 but not 10 per centum of the 
estimated recoverable units. 

(13) Unit NET INCOME.—The term ‘unit net income’ means the amount 
ascertained by dividing the net income (computed with the allowance for 
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depletion) from the coal or ore or the timber recovered from the mining prop- 
erty, or timber block, as the case may be, during the taxable year by the num- 
ber of units of coal or ore, or timber, recovered from such property in such 
year. In respect of a natural gas property, the term ‘unit net income’ means 
the amount ascertained by dividing the net income, computed in accordance 
with regulations prescribed by the Secretary, from such property during the 
taxable year by the number of natural gas units sold in such vear. 

“(b) NONTAXABLE INCOME FRoM Exempt Excess OvrTput.- 

“(1) GENERAL RULE.—For any taxable vear for which the excess output of 
mineral property which was in operation during the normal period exceeds 5 
per centum of the estimated recoverable units from such property, the non- 
taxable income from exempt excess output for such year shall be an amount 
equal to the exempt excess output for such year multiplied by the normal unit 
profit, but such amount shall not exceed the net income (computed with the 
allowance for depletion) attributable to the excess output for such year. 

**(2) MINES IN OPERATION DURING NORMAL PERIOD.—For any taxable vear, 
the nontaxable income from exempt excess output of a metal or coal mining 
property which was in operation during the normal period shall be an amount 
equal to the excess output of such property for such year multiplied by one- 
half of the unit net income from such property for such vear, or an amount 
determined under paragraph (1), whichever the taxpayer elects in accordance 
with regulations prescribed by the Secretary. 

‘“‘(3) TIMBER PROPERTIES.—For any taxable vear, the nontaxable income 
from exempt excess output of a timber block which was in operation during 
the normal period shall be an amount equal to the excess output of such prop- 
erty for such year multiplied by one-half of the unit net income from such 
property for such year. 

(4) MINES, TIMBER PROPERTIES, AND NATURAL GAS PROPERTIES NOT IN 

OPERATION DURING NORMAL PERIOD.—For any taxable year, the nontaxable 
income from exempt excess output of a metal or coal mining property or a 
timber block or natural gas property, which was not in operation during the 
normal period, shall be an amount equal to one-third of the net income for 
such taxable year (computed with the allowance for depletion) from the metal 
or coal mining property, the timber block, or the natural gas property, as 
the case may be. For the purposes of the preceding sentence, a metal mining 
property shall be deemed not to have been in operation during the normal 
period if, during the period it was in production during 1946, 1947, 1948, and 
1949, the aggregate gross income derived therefrom was less than the aggre- 
gate of the deductions (allowed under section 23 without regard to anv net 
operating loss deduction) attributable to such property during such period 
of production. 
(5) NATURAL GAS COMPANIES.—In the case of a natural gas company any 
of the natural gas property of which was in operation during the normal period, 
the nontaxable income from exempt excess output for any taxable year shall 
be an amount equal to the excess output for such year multiplied by one-half 
of the unit net income for such vear. 

“(e) NONTAXABLE Bonus INcome.—The term ‘nontaxable bonus income’ 
means the amount of the income derived from bonus payments made by any 
agency of the United States Government on account of the production in excess 
of a specified quota of: 

‘(1) A mineral product or timber, the exhaustion of which gives rise to 
an allowance for depletion under section 23 (m), but such amount shall not 
exceed the net income (computed with the allowance for depletion) attributa- 
ble to the output in excess of such quota; or 

(2) A mineral product extracted or recovered from mine tailings by a 
corporation which owns no economic interest in the mineral property from 
which the ore containing such tailings was mined, but such amount shall not 
exceed the net income attributable to the output in excess of such quota. 

“(d) Rute my Case Income From Excess Output INcLupes Bonus Pay- 
MENT.—In any case in which the income attributable to the excess output includes 
bonus payments (as provided in subsection (c), the taxpayer may elect, under 
regulations prescribed by the Secretary, to receive either the benefits of sub- 
section (b) or subsection (c) with respect to such income as is attributable to excess 
output above the specified quota. 

* * * * * * 
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SEC. 306. PAYMENTS TO ENCOURAGE EXPLORATION, DEVELOPMENT, 
AND MINING FOR DEFENSE PURPOSES. 


Effective with respect to taxable years beginning after December 31, 1950, 
section 22 (b) of the Internal Revenue Code is amended by adding the following 
new paragraph: 

“(15) PAYMENTS TO ENCOURAGE EXPLORATION, DEVELOPMENT, AND 
MINING FOR DEFENSE PURPOSES.—An amount paid to a taxpayer by the 
United States (or any agency or instrumentality thereof), whether by graut 
or loan, and whether or not repayable, for the encouragement of exploration, 
development or mining of critical and strategic minerals or metals pursuant 
to or in connection with any undertaking approved by the United States (or 
any of its agencies or instrumentalities) and for which an accounting is 
made or required to be made to an appropriate governmental agency, and 
the forgiveness or discharge of any of such amount. Any expenditures 
(other than expenditures made after the repayment of such grant or loan) 
attributable to such grant or loan shall not be deductible by the taxpayer 
as an expense nor increase the basis of the taxpayer’s property either for 
determining gain or loss on sale, exchange, or other disposition or for com 
puting depletion or depreciation, but upon the repayment of any portion 
of any such grant or loan which has been expended in accordance with the 
terms thereof such deductions and such increase in basis shall to the extent of 
such repayment be allowed as if made at the time of such repayment.”’ 

Approved January 3, 1951, 10:13 a. m. 


MEMORANDUM OF UNDERSTANDING AMONG DEFENSE MINERALS ADMINISTRATION, 
GEOLOGICAL SuRVEY, BUREAU OF MINES, ON COOPERATIVE ORGANIZATION AND 
PROCEDURES 


I. ORGANIZATION AND RESPONSIBILITIES OF WASHINGTON STAFF 


A series of committees will be set up on a commodity basis and staffed by 
specialists from the three agencies. The DMA representative on each committee 
will be the chief of the appropriate commodity branch of the Supply Division 
and will be the chairman of the group. 

Each commodity committee will be charged with reviewing the supply and 
requirements situation, forecasting future supplies, and devising a program of 
action with respect to its particular commodity or commodities. 

These commitiees will report to an operating committee made up of the Deputy 
Adminisirator of DMA and the Directors of the Geological Survey and the 
Bureau of Mines or their delegates. The chairman of the operating committee 
will be the DMA representative. 

The operating committee will coordinate and have general supervision over the 
work of the commodity committees, and see that the orders and suggestions 
which originate in the commodity committees are carried out by appropriate 
field and office action. 


Il. ORGANIZATION; AND RESPONSIBILITIES OF FIELD STAFF 


A Bureau-Survey team shall be set up in each of the eighi regions of the Bureau 
of Mines. Each team will be under the executive direction of a duly designated 
officer of the Bureau of Mines or the Geological Survey and will consist of a 
geologist and <n engineer. 

The members of the team will be designated to act for their respective agencies 
in regard to DMA matters within the region. The Bureau of Mines’ representativ: 
will be the regional director or his delegate. The Geological Survey representative 
will be designated by the appropriate branch chief with the approval of the 
Chief Geologist. 

Each regional team will be charged with the following responsibilities: 

A. To review in the light of existing data each application referred to thi 
field, 

B. To determine what additional investigations are necessary to permit 
decision on the case. 

C. To arrange for field or laboratory studies as needed, 

D. ‘To see .uat vhe needed investigations are carried out. 


oN Pe Rona RS re OURS 


TATE 


co 
™ 
ut 


ne 
th 


er 





PMENT, 


31, 1950, 
following 


NT, AND 
T by the 
by grant 
ploration, 
pursuant 
States (or 
unting is 
ney, and 
enditures 
or loan) 
taxpayer 
either for 
- for com- 
y portion 
. with the 
» extent of 
t. 


STRATION, 
ATION AND 


PF 


staffed by 
committee 
v Division 


upply and 
rogram of 


he Deputy 
y and the 
committee 


yn Over the 
suggestions 
appropriate 


the Bureau 
designated 
onsist of a 


ive agencies 
resentative 
resentative 
oval of the 


ities: 
erred to the 


y to permit 


: 


DEFENSE MINERALS 


129 


E, To appraise the results of the investigations. 
F. To have a report prepared. 

G. To make recommendations regarding the feasibility of the proposal 

and to evaluate its relative merits within the region. 

H. To transmit the report to the operating committee. 

J. To assist applicants in preparing applications and to forward them to 
Washington. 
: K. To bring to the attention of the operating committee projects which, 
in its judgment, warrant consideration, 


Ill, PROCEDURES 


A. Initial request for loans, contracts, examinations, ete. 
sources, shall be routed to the operating committee. 

B. The operating committee will promptly route the requests to the appropriate 
commodity committee who will review them briefly in the light of available infor- 
mation, the criticality of the substance concerned, and{their likelihood’to contrib- 
ute significantly to the supply of the commodity. 

1. If, in the judgment of the commodity committee, the available information 
is sufficient to warrant conclusive action: 

; (a) The commodity committee shall prepare a recommendation to the 
operating committee. 

(b) The operating committee will review the recommendation, and if 
approved, will transmit it to the Director of the Production Expansion 
Division, with a copy to the appropriate regional team. 

2. If, in the judgment of the commodity committee, field investigation¥is 

necessary, it will return the application to the operating committee requesting 
that it be sent to the appropriate regional team which will: 

(a) Review the proposal and determine further action required. 3B 

(b) Designate a geologist, mining engineer, or metallurgist, or such ecombi- 

nation of these skills as may be appropriate to the specific inquiry to carry 

out such further field, office, or laboratory studies as the team deems neces- 

sary. These investigations will include the determination of cost estimates, 

and requirements (financing, transportation facilities, manpower, equipment, 

supplies and materials) for carrying out the proposed project. a 

(c) Have prepared a joint report including recommendations as to the 
4 feasibility of the proposal and a statement as to its relative merits within 
€ the region. 
4 (d) Forward the report to the operating committee. 

C. The operating committee will refer field reports to the appropriatefcom- 
modity committee as in B. 
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4 JAMES Boyp, 
Acting Deputy Administrator, Defense Minerals Administration. 
W. E. WRaTHER, 
Director, Geological Survey. 
Tuos. H. MILLER, 


Acting Director, Bureau of Mines. 
OcToOBER 19, 1950. 


APPENDIX 1. DMA—-GS-BM, Jotnrt Meetinc, NOvEMBER 15, 1950 


To date, the staff of the Defense Minerals Administration is as follows: 
Position: 
Deputy Administrator: James Boyd. 
Director, Production Expansion Division: C. O. 
Director, Supply Division: S. H. Williston. 
Consultant, Requirements Division: H. A. Montag. 
Legal consultant: Harold W. Swope. 


Mittendorf (January 1). 


» @6In addition the following have been helping to formulate organization,£ pro- 
= cedures, ete. 

; H. M. BANNERMAN. J. L. Horriunp. 

2 J. W. Fess. L. B. Moon. 

a E. D. GARDNER. H. E. Oxunp. 

3 











130 DEFENSE MINERALS 


Appenpix 2. DMA-GS-BM, Jornt Meetinc, NovemBer 15, 1950 
OPERATING COMMITTEE 
5. H. Williston, Defense Minerals Administration, Chairman. 


Olaf N. Rove, Geological Survey. 
J. H. Hedges, Bureau of Mines. 


ApPrEeNpbIx 3. DMA-GS-BM, Jotnr Meetina, Nov. 15, 1950 


Commodity committees 


Committee D. M.A. Survey Mines 
schnbbpodinammadeil — expnpnelenemnsSgaaniegintionneesaitiieauasnnocan | ee wail a eadieieielien 
| 
Nonferrous Metals ----| Director, Nonferrous Branch._| Edwin T. McKnight _-.-...| C. W. Merrill. 
Ferrous Metals ...| Director, Ferrous Branch | Thomas P. Thayer | R. H. Ridgway. 
Light Metals Director, Light Metals Branch_| Robert Bryson (acting) H. W. St. Clair. 
Nonmetallics : Director, Nonmetallics Branch steels dene bunsen G. W. Josephson. 





AppenpiIx 4. DMA-GS-BM, Joint MEETING, NOVEMBER 15, 1950 


Bureau—Survey field teams 


Headquarters Mines representative | Survey representative 
Region I Juneau, Alaska S. H. Lorain W. H. Twenhofe] (acting) 
Region I Spokane, Wash M. F. Volin | A. E. Weissenborn. 
Region III San Francisco, Calif H.C. Miller--- | Ward Smith. 
Region IV Denver, Colo J. H. East, Jr | A. H. Koschmann. 
Region V Minneapolis, Minn A. B. Needham ...| C. E. Dutton. 
Region VI Joplin, Mo ..| L. T. MeElvenny David Gallagher. 
Region VII Atlanta, Ga J. R. Thoenen | Robert Laurence. 
Region VIII College Park, Md W. G. Agnew Walter White (acting). 


Region IX Washington, D.C | E. W. Pehrson | W. D. Johnston. 


AppENDIxX 5. DMA-GS-BM, Joint Muetinc, NoveMBER 15, 1950 
FUNCTIONS OF SUPPLY DIVISION 


The Supply Division is, in effect, the planning and programing group of DMA. 

Its principal functions are: 

(1) To be the authority and source of information on all mineral supply 
matters. 

(2) To maintain liaison with Department of Commerce in regard to supply, 
requirements situation. 

(3) To advise on the adjustment of requirements to supply. 

(4) To develop mineral production goals and programs for achieving them. 

(5) To direct and divert as necessary the flow of crude and intermediate 
products within the mineral supply system. 

(6) To work with and coordinate the work of the Bureau of Mines and the 
Geological Survey in the mineral supply field. 


FUNCTIONS OF OPERATING COMMITTEE 


The Operating Committee is the central point of contact in the three-way 
cooperation among Defense Minerals Administration, Geological Survey and the 
Bureau of Mines. Its functions are: 

(1) To coordinate the cooperative work of the three organizations. 

(2) To supervise the work of the commodity committees. 

(3) To recommend for approval to the Deputy Administrator commodity 
goals and programs developed by the Supply Division. 

(4) To coordinate the flow of applications for Government assistance to and 
from the commodity committees and the Bureau-Survey field teams. 

(5) To recommend to the Production Expansion Division those individual! 
projects and proposals that appear technically feasible and which are designed 
to fulfill program goals, 
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FUNCTIONS OF COMMODITY COMMITTEES 

Each of the four commodity committees will have the following functions in 
regard to its assigned commodities: 

(1) To review the supply-requirements situation. 

(2) To recommend production goals. 

(3) To devise a program for each commodity under its cognizance to achieve 
the approved production goal. 

(4) To forecast future supplies. 

(5) To supervise the work of appropriate Bureau-Survey task groups. 

(6) To review individual project proposals in the light of available information. 

(7) To recommend field investigations where necessary. 


APPENDIX 6, DMA-GS-BM, Joint Meretine, NovemBer 15, 1950 


FUNCTIONS OF PRODUCTION EXPANSION DIVISION 


The Production Expansion Division is the operating group in expanding 
mineral production. Its functions are: 

(1) To formulate procedures to be followed in applying for and in granting 
Government assistance in metals and minerals field. 

(2) To review proposals received from and recommended by 
Division. 

(3) To clear with the Requirements Division the requirements of proposed 
projects. 

(4) To maintain liaison with RFC and GSA in the matter of loans and procure- 
ment contracts respectively. 

(5) To conduct preliminary negotiations leading to loans and procurement 
contracts. 

(6) To recommend to the Deputy Administrator the certification of loans and 
contracts. 

(7) To maintain current account of progress and deliveries from projects 
certified for loans or procurement contracts. 


the Supply 


AppENDIX 7. DMA-GS-bBM, Joint MEETING, NOVEMBER 15, 1950 


FUNCTION OF REQUIREMENTS DIVISION 


The Requirements Division is the representative of the mining, metallurgical, 
and mining machinery industries in presenting claims against limited supplies of 
manpower, facilities, equipment, energy, transportation, and MRO (main- 
tenance, repair and operative) supplies. Its functions are: 

(1) To cooperate with industry in determining requirements. 

(2) To cooperate with the Production Expansion Division in determining 
requirements of expansion projects. 

(3) To present consolidated requirements to proper authority. 

(4) To allocate among individual claimants that part of the 
requirements which is granted. 

(5) To expedite urgent claims. 

(6) To maintain liaison with the agencies responsible for allocation of man- 
power, materials, etc. 


consolidated 


AppENDIx 8. DMA-GS-BM, Joint MEETING, NOVEMBER 15, 1950 
PROCEDURES 


The processing of applications for Government assistance in the expansion 
of mineral production is described in the three-way agreement of October 19, 
Some further considerations are: 

(1) How does the regional team ‘“* * * 
studies as needed’’? 

(a) The Geological Survey plans that needed geologic examinations will 
be done by members of the staff of the regional team member or, in a large 
region eibeiine more than one district of the Mineral Deposits Branch, 
the team member will request the appropriate district geologist to have the 
the work done. 


arrange for field or laboratory 
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(6) Mining engineering examinations will be done by Bureau engineers 
of the regional mining branch who will be assigned to the defense work. 
(c) Examination of ore-dressing facilities, smelters, ete., will be requested 
through the regional director of the Bureau of Mines. 
(d) Arrangements for ore-dressing tests will be made through the regional 
director of the Bureau of Mines. 
(e) Routine assaying, as a general rule, will be done by commercial labora- 
tories in order to avoid congestion of Bureau and Survey laboratories. 
(f) Special analyses will be done by arrangement with Bureau or Survey 
laboratories, or commercially. 
(2) Members of the regional teams should be meticulous to keep their ‘“‘old- 
line’”’ superiors informed of all actions taken: 
(a) By means of current carbon copies if the superior desires, and in any 
case, 
(6) By means of monthly summaries. 





UNITED STATES SENATE, 
February 21, 1941. 
Hon. Josern C. O'’ ManHoney, 
Chairman, Interior and Insular Affairs Committee, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: You will reeall, of course, the recent hearings before our 
committee on the subject of amortization. While I, personally, have an open 
mind on the subject, and am finding some difficulty in weighing the validity of the 
various tax formulas used in amortization—those now on the statute books and 
those proposed by critics of the present tax law—I think it worth while for the 
committee record to include the opinions of representative individuals who have 
arrived at conclusions on this matter, after giving the subject deep thought. 

I should, therefore, like to ask that a statement made last vear by Senator 
Humphrey in the course of floor debate on the subject and which he recently had 
occasion to call to my attention be included in the committee record, as a powerful 
statement of a particular point of view. 

Very sincerely yours, 
Herrert H. LEHMAN. 


Excerpt From STATEMENT OF SENATOR Huspert H. Humpurey Uroine Tax 
Bint AMENDMENTS To CLosE LOOPHOLES 


H. AMORTIZATION OF EMERGENCY FACILITIES 


Section 218 of this bill might well have been entitled ‘‘The Korean Bonanza” or 
‘How To Coax Business To Make More Profits on the War.’’ For it is by nothing 
short of enormous tax savings and the lure of extraordinary gains that this section 
proposes to encourage supposedly reluctant businessmen to produce the vital 
war weapons needed by our fighting forces. No sacrifice is too great, it seems to 
say, to spare harassed industry on the home front the pain and indignity of only 
normal war profits. In return for accepting such profits, the bill deems it only 
fair that industry be given tax-free plants as well. 

Briefly, the section promises to anyone who is good enough to engage in the 
construction of direly needed war production facilities that he can completely 
amortize his building expenses within 5 years. In other words, for example, a 
businessman need only build a factory, from which he will almost assuredly reap 
rich profits through war contracts, and the Government, that is, we other tax- 
payers, must in effect repay him what he has spent. The last time we had a 
provision like this in the revenue law it was in conjunction with an excess profits 
tax. Now there is no excess profits tax. The net result under the proposed bill 
is that the businessman gets his extra large profits and, in 5 years, a free factory 
to boot. 

Moreover, the Brewster Special Committee Investigating the National Defense 
Program (Rept. No. 440, pt. 2, 80th Cong., 2d sess.), on pages 11 and 12, reports 
that 

‘‘Legal profiteering resulted from certificates of necessity. Many companies 
came out of the war with new, valuable, fully amortized facilities which they could 
either use, or, as some have done, sell. In this way a facility actually paid for out 
of a contractor’s war taxes was additional war profit to him to the extent of its 
postwar value. 

‘‘* * * Many administrators of the Renegotiation Act think that the largest 
unjustifiable war profits were made as a result of the certificate-of-necessity pro- 
gram. 
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PRODUCTION EXPANSION DIVISION 


Establish stendards and procedures for Govern- 
ment assistance in the expansion of productive capacity 
in the field of metals and minerale; and for the encou- 
agement of the expioration, development, and mining of 
strategic and critical metals and minerals; establish 
standards and procedures to be followed by the person- 
nel of the Bureau of Mines and Geological Survey as- 
signed to and engaged in initiating and preliminarily 
evaluating proposals for expanding metals and minerals 
production by means of exploration, development, mining, 
or construction of facilities; evaluate, in terms of their 
relative merits for accomplishing established goals, 
proposals received from the Bureau of Mines and Geo- 
logical Survey for Government assistance to or encour 
agement of exploration, development, mining, or comstruc- 
tion of beneficiation, processing, smelting, or refining 
facilities; certify in the case of each proposed project, 
as to the necessity for loans, procurement contracts, or 
other encouragement as a means of expanding production 
of metals and minerals; maintain current account of 
progress and deliveries resulting from projects certified 
for loans or procurement contracts. 


CONTROL BRANCH 


Maintain current account of progress and deliveries 
alting from projects certified for loam or procurement 






FOREIGH BRANCH 


Advise the Division Chief and other proper authority 
probleme peculiar to foreign minera! procurement 
i supply; advise os incentives as may be needed to 
ivewe increased foreign production of minerals and 
eral products; recommend to the Division Chief or 
oc proper euthority standards and procedures to be 
owed by personne! of the Burees of Mines and Geo- 
veal Survey engaged im the investigation of foreige 
ic end minora] prodects; review all proposals 
ander Title Ii of the Defensé Production Act for 
partment guarantee of loans, centrects or other aid, 
respect to foreign metals end minerals operations, 
re comume ad i or disapprove!; mmietain liaison 
> the State the Economic Cooperstioe 
mistretion, and other agencies concerned with 
tional mizera) matzers. 


EVALUATION BRANCH 


Formulate and recommend the establishment of 
procedures to be followed by the Bureau of Mines and 
Geological Survey in the duties assigned to them under 
the Metals and Minerals Administration; evaluate pro- 
posals received from these agencies; recommend the 
approval or disapproval of the necessary certifications. 





PROCEDURES BRANCH 


Formulate and recommend the establishment of 


standards and procedures to be followed in applying 
for and in granting Government assistance in the metals 
and minerals field. 





OFFICE OF THE EXECUTIVE SECRETARY 


Organize and direct @ central secretariat serving 


tl and 
comnineee, and tobesty end faba adsiony summianos,” 


OF FICE OF THE CHIEF COUNSEL 


Review, from a legal and contractual angle, al! 
orders directives and regulations proposed to carry 
out the responsibilities of the Metals and Minerals 
Administration; furnish legal advice and assistance 
to the operating | of the Administration in the 

nce of it duties; maintain liaison with the 


policies for negotiation of procurement and 
contracts; conduct investigations of fraud 
contract in reference to the operations 
istration and refer them to proper authority; 
appeals against decisiona, aders and i 
by the Administration. 





FERROUS METALS BRANCII 








DEFENSE MINERALS ADMINISTRA 

















SUPPLY DIVISION 


Establish standards and procedures | 
tiureaw of Mines shall collect, analyse | 
statistics on the production, stocks, cons 
flow of metals and minerals; accept from th 
of Commerce forecasts of the total military | 
civilian requirements of products i¢suing fro 
and minerals supply system; advise on « 
requirements to supply; distribute metals 
within the supply system in accord with « 
priority determinations; maintain current | 
forecasts of total supply of all critica! 
minerals; establish goals for the expansic 
tive capacity of metals and minerals in the 
cast requirements; recommend conservati 
tation orders; utilize to the full the fac: 
Bureav of Mines and Geological Survey in th 
of these duties. 


Each of the four commodity branches 
the functions of the Supply Division in | 
commodities assigned. 














SUPPLY DIVISION 


standards and procedures by which the 
es shall collect, analyse and maintain 
he production, stocks, consumption, and 
and minerals; accept from the Department 
recasts of the total military and essential 
ments of products i¢suing from the metals 
supply system; advise on adjustment of 
» supply; distribute metals and minerals 
ply system in accord with allocation and 
inations; maintain current analyses and 
total supply of all critical metals ead 
lish goals for the expansion of produc- 
{ metals and minerals in the light of fore- 
rats; recommend conservation and limi- 
utilize to the full the facilities of the 
s and Geological Survey in the performance 


the four commodity branches will perform 
of the Supply Division in regard to the 
signed. 


NON-METALLICS DRANCH 








MANPOWER BRANCH 


EQUIPMENT BRANCH 


ENERGY BRANCH 


REQUIREMENTS DIVISION 


Through close cooperation with industry, determine 
the requirements of the metals and minerals industries 
for manpower, facilities, equipment, energy, transpor- 
tation, and maintenance, repair, and operational supplies; 
with the Production Expansion Division determine 
requirements of projects designed to expand the produc- 
tion of metals anc minerals; present consolidated require- 
ments to proper authority; allocate among individual 
claimants partic'\y fulfilled requirements; expedite 
urgent claims. 


Each Beanch will perform the functions of the 
Requirements Division with regard to the field desig- 


nated. 








FACILITIES BRANCH 
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Despite the fact that a 100 percent tax deduction has already been obtained, the 
owner of an amortized emergency facility can dispose of his asset, and the proceeds 
would be taxable only at capital gains rates even though the amortization deduc- 
tion was fully offset against income taxable at the usual normal and surtax rates, 
and even excess profits tax rates, 

For World War II we at least waited to pass this advantageous tax treatment 
until an exeess profits tax was enacted. The least we can do now is to postpone 
this subject until we are ready to put an excess profits tax on the books. 

To our young men we say, ‘‘ You must leave your homes, your schools, and your 
jobs, join our forees in far-off places, and fight, if necessary, die in defense of the 
principles we betieve.’”’ To American industry we say, ‘‘ You may, if you like, help 
supply our boys with fighting equipment tg protect us. Of course, you will be 
well paid for vour efforts. And to ease the strain, we’ll let you amortize all new 
construction in 5 years so that you can build and keep it at little or no cost to 
vourself,”’ 

Once upon a time there was a fat horse riding in the sleek comfort of his big 
handsome carriage while the weary horses in harness approached a steep hil 
They traveled slowly because the road was hard and a storm was coming up. The 
fat horse leaned out the carriage window and said, ‘‘Come on now, boys, we're all 
in this thing together, you know, let’s pull—hard.”’ The other horses cursed him 
aloud but he couldn’t hear them. They strained and pulled harder than ever be- 
fore, but just couldn’t make it. The storm got worse. Finally, the horse 
slipped and fell. The carriage toppled over and the fat horse was hurled to the 
bottom of the nearby gulch. Moral: No matter how big vour carriage, it is harder 
to draw when some of the horses ride rather than pull. Furthermore, it’s not only 
unfair, but it may land you in a gulch. 


DEPARTMENT OF THE INTERIOR, 
Division OF INFORMATION, 
Washington, D. C., May 14, 1951. 
Hon. Josepn C. O’ MAHoNney, 
Chairman, Senate Committee on Interior and Insular A ffairs, 
United States Senate, Washington, D. C. 


My Dear Senator O’Manoney: Attached are four inserts which were re- 
quested to complete the record in the Secretary’s testimony before your com- 
mittee in February. 

They are as follows: 

fecord of applications for certificates of necessity (November 2, 1959, to 
February 8, 1951). 

Loan applications pending, February 12, 1951. 

Procurement contracts being negotiated, February 12, 1951. 

Application for amortization in which the Secretary concurred. 

Application for amortization which was denied. 

The latter two contain all pertinent information. 

If further information is required, please advise me. 

Sincerely vours, 
W. J. Dovcuerrty, 


Director of Infor mation. 


Record of applications for certificates of necessity, Nov. 2, 1950, to Feb. 8, 1951 


Certified by NSRB 


Recommended Denied ; 
Num- otal esti- or DPA 
Defense agency ber re-| mated cost 
ceived involved ' — a 
— Arnouat — Amount —_ Amount 
I Ye fense Electric Pow er 
Administration 20 $143, 357,914 
Defense Fisheries Ad- 
ministration 1 355, 000 
Defense Minerals Ad 
ministration 137 702, 668, 098 20 |$142, 775, 877 18 | $102, 992, 912 
Defense Solid Fuels 
Administration 47 161, 633, 445 3 5, 871, 12) 1 $2, 849, 602 3 5, 871, 121 
Petroleum Adminis- 
tration for Defense 78 653, 228, 596 14 57, 565, 714 4 28, 607, 542 
Total. 281 (1, 661, 243, 053 37 | 206, 212, 712 1 | 2,849, 602 25 | 137, 471, 375 


Che estimated cost for 1 TA (1943) is not available. 
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Loan applications pending 


Number | Amount 


Defense Minerals Administration Js Gat g $50, 000, 000 
Defense Solid Fuels Administration -- ae ee ; | 16, 000, 000 
Petroleum Administration for Defense - mites aa 22, 000, 000 


Total___ A &: wsuttg 166 | 88, 000, 000 





Procurement contracts being negotiated, Defense Minerals Administration 


Total Ped : $1, 115, 000, 000 


Consisting of — 
5 aluminum contracts $70, 000, 000 
4 tungsten contracts ; : : ‘ 4, 000, 000 
1 manganese contract : 500, 000 
5 large copper contracts aha 238, 000, 000 
6 small copper contracts_-_-_-----..----- 2, 500, 000 


APPLICATION FOR NECESSITY CERTIFICATE, MILWAUKEE SOLVAY 
COKE CoO. 
1387 NSRB Fite No. TA-1387 
Form NSRB-141 (Nov. 1950) 
No. TA—NC-1387 
Date: March 5, 1951. 
UNITED STATES OF AMERICA 


EXECUTIVE OFFICE OF THE PRESIDENT 
NATIONAL SECURITY RESOURCES BOARD 
NECESSITY CERTIFICATE 
To the CoMMISSIONER OF INTERNAL REVENUE: 

Pursuant to Section 124A of the Internal Revenue Code, particularly subsec- 
tion (e) thereof, and in response to application No. TA-—1387 filed on January 10, 
1951, by Milwaukee Solvay Coke Co., 311 East Greenfield Avenue, Milwaukee 1, 
Wis. 

IT IS HEREBY CERTIFIED that subject to the conditions herein below set forth 
the facilities described in the attached Appendix A (consisting of 8 pages and 4 
drawings), are necessary in the interest of national defense during the emergency 
period, and that 85 percent of the cost of construction, reconstruction, erection, 
installation or acquisition thereof after December 31, 1949, is attributable to 
defense purposes. This certificate shall be valid only if such construction, 
reconstruction, erection, or installation is begun or such acquisition is effected 
within 120 davs after the issuance date of this certificate. 

The facilities to which the above 85 percent relates were estimated by the 
applicant to cost $1,200,000 as of the date of the application. 

DEFENSE PRODUCTION ADMINISTRATION, 
By E. T. Gipson, Deputy Administrator. 


DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 

Washington, D. C., March 1, 194! 
Hon. Witi1am H. Harrison, 

Administrator, Defense Production Administration, 
Washington, D. C. 
My Dear Mr. Harrison: I am transmitting herewith report and recommen- 

dation on the application of the Milwaukee Solvay Coke Co. for accelerated 
amortization under sectian 124A of the Internal Revenue Code. 
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These facilities will increase coke production by 80,000 tons a year. The 
production of vitally needed benzene will be increased by 168,000 gallons a year. 

Mr. Charles W. Connor, Defense Solid Fuels Administrator, recommends that 
85 percent of the estimated cost of $1,200,000 be certified for accelerated amor- 
tization. I concur in this recommendation. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


Form NSRKB-142 (Nov. 1950) 
UNITED STATES OF AMERICA 
EXecUTIVE OFFICE OF THE PRESIDENT 
NATIONAL SECURITY RESOURCES BOARD 


REPORT AND RECOMMENDATION ON APPLICATION FOR NECESSITY CERTIFICATE 
PURSUANT TO THE PROVISIONS OF SECTION 124A oF THE INTERNAL REVENUE 
CopE 


To: National Security Resources Board. NSRB File No. TA—1387 

From: (Date received) 
Commerce 0. Agriculture 0 
Interior Saks | Ae dk 0 

Date of this report and recommendation: February 16, 1951. 

Name and address of applicant: Milwaukee Solvay Coke Co., 311 East Greenfield 
Avenue, Milwaukee 1, Wis. 

1. Discuss necessity in interest of national defense by applying criteria set 
forth in Sec. 600.2 (a) and (b) of Regulation. Without being limited thereto, 
discussion should include (a) the reason why materials or services are required 
in the interest of national defense during the emergency period, (b) over-all 
shortage of facilities to produce against requirements for such materials or 
services, (c) shortages for regional, stand-by, prospective, or other requirements 
in the interest of national defense during the emergency period, (d) possibility of 
satisfying such shortages by fuller utilization of existing facilities, such as by 
reasonable conversions or use of multiple shifts, (e) extent to which applicant’s 
production will meet such shortages and requirements, and (f) applicant’s state- 
ments as to necessity and as to percentage of his production in the interest of 
national defense during the emergeney period. If denial is to be recommended 
on basis of failure to meet the criteria, treatment of further questions in this 
report may be unnecessary. 

Notrre.—Applicant proposes to spend $1,200,000 to add 20 byproduct coke 
ovens and auxiliary equipment to its existing plants consisting of 180 ovens. 

(a) (b) Requirements for metallurgical coke and coal chemicals, particularly 
benzene, are increasing rapidly because of the impact of the defense program and 
the existing facilities for the production of the commodities are not adequate. 

(c) Regional shortages of coke have developed. National shortage of benzene 
(benzol) is critical. 

(d) Not possible, now operating at capacity. 

(e) Applicant now producing 550,000 tons of coke annually, and proposed 20 
ovens will increase total output to 630,000 tons. 

Benzene production which is desperately needed by the defense program will 
be increased 168,000 gallons per year. 

(f) Virtually all coke is sold to steel companies and the benzene, toluol, ete, to 
chemical companies. 

2. Identify, by Appendix A number, all facilities for which certification is 
sought (including land) which are not considered necessary in whole or in part, for 
the production planned, giving reasons: All facilities are needed to make a com- 
plete unit. 

3. State results of investigation as to whether applicant has available any idle 
facilities which will serve same purpose as those for which certification is sought. 
No idle facilities are available. 

4. State results of investigation as to whether applicant is obtaining fullest 
utilization of facilities now in production (other than those for which certification 
is sought) and discuss factors, such as multiple shifts, which may be employed: 
Existing facilities are being operated at maximum capacity, 24 hours per day, 
seven days a week. 
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5. State results of investigation as to whether applicant is able to utilize the 
facilities of subcontractors to produce all or part of the materials or services to 
be produced: No subcontractors available. 

6. If a question of military security is involved, state results of investigation as 
to location of facilities with regard thereto: None involved. 

7. State results of investigation as to location of facilities so far as availability 
of manpower is concerned: Satisfactory, only 9 more employees needed, com- 
pared with existing force of 456. 

8. State results of investigation as to adequacy of housing, transportation, and 
other community facilities for applicant’s employees at this location: Satisfactory. 

9. State results of investigation as to adequacy of transportation facilities 
required for operation of facilities sought to be certified: Satisfactory. 

i0. State results of investigation as to adequacy of water supply and treat- 
ment facilities, fuel, electric power and other utilities, and raw materials, for 
operation of facilities sought to be certified: Adequate; approximately 100,000 
tons of coking coal will be required annually; present suppliers of coking coal 
should be able to meet this demand. 

Ll. State results of investigation as to whether further expansion in addition to 
that for which certification is sought at this plant location will be limited by any 
prospective shortages of any production factor: Future expansion will depend 
upon future availability of steel and silica brick. 

12. State results of investigation as to competency of applicant to manage 
effectively the proposed expanded facilities, taking into consideration his past 
performance record, if any, and any other qualifications: Management is com- 
petent based on many vears of experience in operating coke ovens. 

13. State whether the opportunity of small business to participate in the ex- 
pansion of production, and the promotion of competitive enterprise, have been 
considered and how such considerations have been weighed in developing the 
recommendation on this application: This expansion promotes competitive 
enterprise, and applicant’s production represents less than 1 percent of United 
States production of oven coke in 1950. 

14. Give details of any Government participation in financing of cost of facili- 
ties: No Government financing is involved. 

15. In case of purchase of land, buildings, second-hand equipment, and produc- 
tive assets of going concerns, state results of investigations as to: 

a. Relationship between parties to transaction: Not applicable. 

b. Reasons why use of property not available by lease: Not applicable. 

c. Increase in usefulness for defense purposes resulting from aequisition: Not 
applicable. 

d. Estimated value remaining after five vears: Land, $ _: Buildings, 
$ ‘ : Not applicable. 

16. List replacements by Appendix A number, indicating those which would 
have been made regardless of the defense effort, and which are to be denied. 
Similarly, indicate those which are extraordinary and are necessitated by reason 
of the defense effort, giving reasons and percentage recommended for certification : 
No replacements involved. 

17. Discuss the possible uses of the facilities for other than defense purposes at 
the end of five years. Do not limit to usefulness to applicant. The discussion 
should include, but is not limited to (a) the range of materials and services for 
which the facilities can be used, (b) the nature and extent of the conversion re- 
quired to produce such materials and services, (c) the prospective market for 
such materials and services, (d) the forced sale value of the facilities at the end of 
five years, (e) the likelihood, if any, that the applicant will continue to use the 
facilities profitably after five years, whether as an integrated part of his other 
operations or otherwise, (f) the likelihood, if any, that the applicant would have 
acquired the facilities regardless of certification, and (g) an analysis of applicant’s 
answer to Question 16 of the application form. 

(a) (b) These facilities can only be used for the production of oven coke, gas 
and coal chemicals. No conversion to other products or services is possible. 

c) Prospective market depends on industrial activity; however, the market 
for coke oven gas will be limited by available natural gas. 

(d) Forced sale value at end of five vears is estimated at $60,000 to $120,000 
or 5 to 10 percent of the cost. 
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(e) See (a) and (b). 

(f) It is not likely that applicant would have acquired these facilities without 
certification. The construction is definitely in the interest of the defense pro- 
gram. 

(g) We agree with applicant’s statement that expansion proposed is in the 
interest of national defense. 

18. State any other factors having a bearing on consideration of application. 
Application has been examined and accelerated amortization recommended by 
the following: J. A. DeCarlo, Commodity Specialist (Coke & Coal Chemieals) : 
J. A. Corgan, Chief, Anthracite and Coke Sections; T. W. Hunter, Chief, Coal 
Branch, and A. C. Fieldner, Chief, Fuels and Explosives Division, all of the 
Bureau of Mines. Mr. Corgan’s report is attached. 


RECOMMENDATION 


It is recommended that: Facilities be certified for 85 percent. 

(Write above line: ‘‘Application be denied’”’ or ‘‘Facilities be certified’: in 
latter case adding percentage recommended) for the following principal reasons: 

a. Additional coke ovens would not be built if it were not for the increased 
requirements for metallurgical coke caused by the national emergency. 

b. Introduction of natural gas in 1950 into the Milwaukee area will no doubt 
limit the usefulness of the coke ovens after the emergency period. 

The undersigned recommend that 85 percent of the cost of the facilities described 
in Appendix A (12 pages including 4 prints) be certified for accelerated amortiza- 
tion. The facilities to which the above 85 percent relates were estimated by the 
applicant to cost $1,200,000 as of the date of the application. 


GEORGE P. WILSON, 
Director, Coke Division, DSF A. 
Leo W. PLEIN, 
Director, Industry Finance Division, DSF A. 
CHARLES W. Connor, 


Defe nse Solid Fuels Administrator. 
Approved by: 


Secreta? j of the Inte rior. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Sotip FUELS ADMINISTRATION, 


Washington, D. C., February 16, 1951. 
Memorandum. 


To: Secretary of the Interior. 
From: Defense Solid Fuels Administrator. 
Subject: 
teport and recommendation. 
Application for necessity certificate under section 124A of the Internal 
Revenue Code, Milwaukee Solvay Coke Co., Milwaukee, Wis 
T A-1387—$1,200,000. 

Attached herewith is the above-captioned application together 
and recommendation. 

This project involves the addition of 20 coke ovens to an existing plant of 180. 
This expansion together with related byproduct recovery will increase coke 
production by 80,000 tons per vear, and benzene production by 168,000 gallons 
per vear. 

I recommend that 85 percent of the estimated cost of $1,200,000 be certified 
for accelerated amortization. A letter for your signature addressed to Defense 
Production Administration is attached, if this recommendation meets with your 
approval. 


with report 


Cuas. W. Connor. 
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DEPARTMENT OF THE INTERIOR, 
BurREAv oF MINEs, 

Washington, D. C., February 13, 1951. 
Memorandum. 
To: Director, Industry-Finance Division, Defense Solid Fuels Administration. 
From: Chief, Fuels and Explosives Division, Bureau of Mines. 
Subject: 

Application of necessity certificate. 

Milwaukee Solvay Coke Co., Milwaukee, Wis. 

File TA—1387—$1,200,000. 

In accordance with your memorandum of February 2, attached is an economic 
report recommending approval of subject application. On the basis of the fac- 
tors outlined in the letters of February 8 and February 9 from Mr. Louis G. 
Kreuz and Mr. Hugh C. Daly of the applicant company, it appears that amortiza- 
tion in this case should be at the maximum allowable. 

A. C, FreLpNer. 


DEPARTMENT OF THE INTERIOR, 
BuREAU OF MINEs, 
Washington, D. C., February 9, 1951. 

Memorandum. 

To: Mr. T. W. Hunter, Chief, Coal Branch. 

From: Chief, Anthracite and Coke Sections. 

Subject: Application for necessity certificate by Milwaukee Solvay Coke Co., 

Milwaukee, Wis., File TA—1387. 

The applicant states that the total cost of facilities to be certified is $1,200,000; 
20 ovens are to be added to the present plant, increasing capacity of coke by 
approximately 80,000 tons annually. 

Our records indicate that coke is in tight supply and there is little doubt but 
that the coke produced by the proposed 20 ovens will be used in the interest of 
national defense. As stated in the application, the coke will be used generally 
for metallurgical purposes, and the coal chemicals, particularly benzene, will be 
of vital importance to the national defense. 


It is questionable whether this plant will have full usefulness after 5 years, or 
when the emergency ends, because natural gas has already entered into the 
Milwaukee area. 

Approval of this application is recommended. 


J. A. CORGAN. 
Approved: 
taLpH L. Brown (Acting), 
T. W. Hunter, Chief, Coal Branch, 
A. C. FIELDNER, 
Chief, Fuels and Explostves Division. 
Fespruary 15, 1951 


AMERICAN NaTuRAL GAs SERVICE Co., 
Washington, D. C., February 9, 1951. 
Mr. Leo N. PLEIN, 
Chief of Finance Section, Solid Fuels Administration, 
Department of the Interior, Washington, D. C. 

Dear Mr. Puen: The following supplementary information is submitted for 
your consideration in support of the request of the Milwaukee Solvay Coke Co. 
for accelerated amortization on its construction project designated as No. TA 
1387. 

The immediate sales area of the Milwaukee Solvay Coke Co. is supplied with 
natural gas by the Michigan-Wisconsin Pipe Line Co., a subsidiary of American 
Natural Gas Co., the parent company of the Milwaukee Gas Light Co. and the 
Milwaukee Solvay Coke Co. 

The pipeline company commenced operations late in October 1949 at which 
time natural gas replaced manufactured fuel in the Milwaukee area and in many 
other Wisconsin communities. 

The Michigan-Wisconsin Pipe Line Co. now supplies natural gas to the Mil- 
waukee Gas Light Co. and the following nonaffiliated companies in Wisconsin: 
Madison Gas & Electric Co. (for delivery of gas at Madison), Wisconsin Public 
Service Corp. (for delivery of gas at Green Bay, Two Rivers, Kohler, DePere, 
Oshkosh, and Sheboygan), Wisconsin Power & Light Co. (for delivery at Fond 
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du Lac, Beloit, and Janesville), Wisconsin Michigan Power Co. (for delivery at 
Appleton), and the Wisconsin Natural Gas Co. (for delivery of gas at Racine, 
Rochester, and Waukesha). 

The gas sale contracts provide for the sale by Michigan-Wisconsin to the utilities 
of such amounts of gas as is required in their operations. 

The pipeline company is now engaged in expanding its capacity from 56.5 
billion cubie feet of gas annually to 110.6 billion cubic feet. This expansion pro- 
gram, now nearing completion, will permit maximum daily deliveries of gas to 
Wisconsin markets to be increased materially. 

Through the use of underground storage fields, the pipeline will be able to deliver 
a daily maximum of about 618,000,000 cubic feet of natural gas during periods of 
peak demand. 

Future expansion of pipeline capacity will further increase the supply of natural 
gas available for domestic and commercial fuel in the immediate market areas 
of Milwaukee Solvay. 

Adjacent areas are also supplied with large volumes of natural gas. A new 
gas transmission line to increase deliveries to the Peoples Gas & Coke Co. of 
Chicago is now under construction. Michigan markets are supplied with natural 
gas by the Michigan-Wisconsin Pipe Line Co. and the Panhandle Eastern Pipe 
Line Co. 

The demand for coke for other than industrial use has decreased sharply during 
the past 5 years. Table C—7, page 65, of ‘‘ Basic data relating to energy resources” 
published by the Senate Committee on Interior and Insular Affairs, January 29, 
1951, contains the following information on the sales of oven-coke for domestic 
use: 





Year: Total sales (net tons) ) Year: Total sales (net tons 
1945 6, 574, 526 1948 3, 398, 696 
1946 4, 947, 085 | 1949 2, 740, 987 
1947 3, 917, 402 | 


The figures indicate a reduction of 60 percent in 5 years in the amount of coke 
sold for space heating. 

This general decrease in the domestic coke market and the availability of natural 
gas in large quantities in the immediate area supplied by Milwaukee Solvay Coke 
Co. would make it unnecessary to construct the proposed additional ovens were 
it not for the industrial coke demands resulting from the defense mobilization 
program. 

The termination of these demands will eliminate the market for the additional 
coke to be produced and the facilities will be without value. The ovens themselves 
would be worthless and the cost of dismantling them might exceed the value of 
the scrap obtained. 

Sincerely yours, 


Hucu C. Daty. 


MILWAUKEE Sotvay Coxe Co., 
Milwaukee, Wis., February 8, 1951. 
Mr. Leo N. PLEIN, 
Chief of Finance Section, Solid Fuels Administration, 
Department of the Interior, 
Washington, D. C. 


Dear Mr. Puen: The following additional data is submitted to support our 
claim for accelerated amortization of the Milwaukee Solvay Coke Co. project, 
No. TA-1387 

The Milwaukee Solvay Coke Co. is a wholly owned subsidiary of the Milwaukee 
Gas Light Co. which, in turn, is part of a system known as the American Natural] 
Gas Co. The American Natural Gas Co. controls the Michigan-Wisconsin Pipe 
Line Co., Michigan Consolidated Gas Co., and other properties. 

The conversion from manufactured gas to natural gas was completed in the 
Milwaukee area on January 7, 1950. Other large cities in Wisconsin such as 
Madison, Racine, Appleton, Fond du Lac, etc., have also been converted to 
natural gas. Due to the natural gas inroads, as well as fuel oil, we are experiencing 
less demand for domestic coke which follows the pattern of other merchant plants 
operating in natural gas areas. We cannot foresee a demand for additional coke 
other than for foundries, steel companies, and other industries whose require- 
ments have been accelerated during the defense program. When these defense 
requirements end there will not be sufficient demand to absorb the coke produced 
in the domestic or normal industrial market. 
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The surplus coke oven gas is sold to the Milwaukee Sewerage Commission 
except during period of natural gas pipe-line outages (which are quite rare) when 
gas may be diverted to the Milwaukee Gas Light Co. system. The cost of gas 
sold to the sewerage commission is based on the thermal equivalent of steam coal 
which is at present about 15 cents per M cubic feet of 520 B. t. u. gas. When 
gas is used during a pipe-line outage, the revenue is about 25 cents per M cubic 
feet of 520 B. t. u. gas. 

Financing for the project is planned to be accomplished by our company 
through short-term loans of about 3 years. 

Due to the factors described herein and in our application of necessity, No 
TA~—1387, we are hopeful that 100-percent amortization will be forthcoming. 

Sincerely vours, 
Lovis G. Kreuz, President. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Souip FUELS ADMINISTRATION, 
Washington, D. C., February 6, 1951. 
Memorandum. 
To: Chief, Coal Branch, Bureau of Mines. 
From: Director, Industry Finance Division, DSFA. 
Subject: TA-1387— Milwaukee-Solvay Coke Co. 

Mr. Hugh C. Daly of American Natural Gas Co., 1523 L Street NW., represents 
Milwaukee-Solvay Coke Co. in Washington. His phone number is NAtional 
8360. If you need additional information in preparing your report, he will be 
available to assist vou. 

Milwuakee-Solvay is a subsidiary of American Natural Gas Co. Mr. Wilson 
states that Milwaukee-Solvay receives an annual fee to supply stand-by gas 
production facilities for the public utility distributing company in Milwaukee 
which is also a subsidiary of American Natural Gas Co. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Sotip FUELS ADMINISTRATION, 
Washington, D. C., February 2, 1951 
Memorandum. 
To: Chief, Coal Branch, Bureau of Mines. 
From: Director, Industry Finance Division, DSFA. 
Subject: 
Application for necessity certificate, Milwaukee-Solvay Coke Co., Milwaukee, 
Wis. 
File TA—1387—-$1,200,000. 
Attached is the above-captioned application. Will vou please submit your 
report and recommendation, following the attached Form NSRB 142. 
ir. Wilson and | are of the opinion that this project is in the interest of national 
defense. Attached is Mr. Wilson’s memo of February 1. No unusual technical 
problems are involved. 
Your report in triplicate together with the application should be returned to 


the undersigned. 
Leo N. PLEIN. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Souip FUELS ADMINISTRATION, 
Washington, D. C., February 1, 1951. 

Memorandum. 

To: Mr. Leo Plein, Director, Industry Finance Division. 

From: George P. Wilson, Jr., Director, Coke Division. 

Subject: Application for necessity certificate. File No. TA-1387; amount, 
$1,200,000, Milwaukee-Solvay Coke Co., 311 East Greenfield Avenue, 
Milwaukee, Wis. 

The facilities outlined in this application are considered sound and are a part 
of the defense program. They will produce additional foundry coke which is 
needed by such industries as General Motors, Crane Co., Carnegie-Illinois Steel, 
Youngstown Sheet & Tube Co. and various other ferrous and nonferrous industries. 
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In addition to additional coke capacity, there will be made available increased 
quantities of coal chemicals which are sorely needed by the defense effort. 
It is our opinion that this application should be given consideration and 
approval. 
G. P. W., Jr., Director, Coke Division. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Soiip FUELS ADMINISTRATION, 
Washington, D. C., January 23, 195] 
Memorandum. 
To: Director, Coke Division. 
From: Director, Industry Finance Division. 
Subject: Application for necessity certificate, Milwaukee Solvay Coke Co., 
Milwaukee, Wis. File No. TA—1387—$1,200,000. 
Attached is copy of above-captioned application. I would like to have your 
comments on this request before we send it to Tom Hunter for a report. 
Leo N. PLpIN. 
Attachments: NSRB Form 140, NSRB Form 140 summary sheet, NSR] 
Form 142. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 15, 1951 
Memorandum. 
To: Mr. Charles W. Connor, Administrator, Defense Solid Fuels Administration. 
From: Secretary of the Interior. 
Subject: Request for report and recommendation on application for necessity 
certificate submitted by the Milwaukee Solvay Coke Co. (TA-—1387) 
I am transmitting to you herewith the subject application which, in accordance 
with the procedures prescribed in the regulation issued by the NSRB (15 FR 7265), 
has been referred to us for report and recommendation. 


A eareful, comprehensive study and evaluation of the proposed project, in 


it 
relation to each of the criteria specified in the applicable regulation of the NSRB, 
should be made by you. I shall rely upon you to confer with any other agencies 
whose interests might be involved. 
Please prepare the report and recommendation in such form that I may transmit 
them over my signature. Attached are copies of Form NSRB—142 for use in 
connection with the report and recommendation. 


Oscar L. CHAPMAN, 
Secretary of the Interio 
Form NSRB.-140 (Oct. 1950 
JANUARY 12, 1951 
Form approved, Budget Bureau No. 25—-R001. 
Total cost of facilities sought to be certified: $1,200,000 
Date of application: December 27, 1950. 


FOR NSRB USE ONLY 
File No. TA-1387. 
(Date received) January 10, 9:02 a. m., 1951. 


UNITED STATES OF AMERICA 
EXECUTIVE OFFICE OF THE PRESIDEN 
NATIONAL SECURITY RESOURCES BOARD 
APPLICATION FOR A NECESSITY CERTIFICATE PURSUANT TO PROVISIONS OF SE 
124A (AMORTIZATION DeEpucTION) OF INTERNAL REVENUE CopDE 


To: National Security Resources Board, Executive Office Building, Washington, 
25, D: C. 
Name and address of applicant (Street, City, Zone, State): Milwaukee Solvay 
Coke Co., 311 East Greenfield Avenue, Milwaukee 1, Wis. 
Instructions: Submit three (3) signed copies of the application and six (6 
copies of the Appendix A. When a question is inapplicable, this should be so 
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stated on the form. Additional sheets may be attached in answering any ques- 
tions or in providing other supporting information. A separate set of forms is 
required for each plant location. 

1. Identify the materials and services produced or to be produced with facili- 
ties, described in appendix A, for which certification is sought. Do not use 
general designations such as ‘Aircraft parts’’ or ‘‘Radar parts.’’ In the case of 
service facilities such as cafeterias, offices, or plant protection, list principal 
materials and services of the plant facility served: Metallurgical coke, gas, 
benzol, toluol, xylol, ammonia, and tar. 

2. Give reasons why the facilities for which certification is sought are necessary 
in the interest of national defense. The applicant should apply carefully the 
criteria for determination of necessity and of portion attributable to defense 
purposes set forth in sec. 600.2 of the regulation governing the issuance of ne- 
cessity certificates prescribed by the chairman of the National Security Resource- 
Board: The application for additional ovens and equipment as set forth on 
forms provided are to be used to increase the production of metallurgical coke, 
gas, and coal chemicals, including benzol, toluol, xylol, ammonia and tar, all of 
which are vital raw materials in the defense program. 

3. Maximum designed production: 


Average per- 
—_ = centage of Maximum de- 
ere maximum de- signed produc- 
Unit of measure tion without | Signed produc- tion with 
facilities sought) “on used in addition of 
to he certified quarter pre- | facilities sought 
ceding filing to be certified 
of application 


List separately materials or 
services identified in item 1 


(d) 


Coke . Ton 
Benzol Gallon 
Toluol do 
Xylol_ do 
Ammonia Pound 
Tar. ‘ Gallon 
Gas Therms 


+. Employment: 


Employment and work hours without facilities 
sought to be certified (for pay period ending ‘os 2 hs 
nearest 15th of month preceding filing of Estimated employees 
application) and work hours with 
, : addition of facilities 


sought to be certified 
Shift Actual Capacity 


rotal pro- |Total man-| Total pro- | Total man-| Total pro- | Total man- 
duction hours per duction hours per duction hours per 
workers week workers week workers | week 


(b) (c) (d) (e) (fH (g) 


First 296 
Second a0 
Third a0 
Swing None 


5. Production or services began or will begin with the facilities sought to be 
certified on the following date (on gradually expanding facilities, give schedule 
of output): Unless there are unforeseen delays in construction, full production 
should be reached 9 months after the application has been approved. This 
allows 8 months for construction and 1 month for heating the ovens. 

6. If applicant owns or has available idle facilities which may serve same pur- 
pose as those for which certification is sought, give reasons for not using for such 
purpose: We have no idle facilities for the manufacture of coke. 

7. Can applicant subcontract for all or part of the materials or services produced 
or to be produced by the facilities sought to be certified? O Yes. & No. 
If yes, why doesn’t applicant so subcontract? If no, why not? 
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8. Output of facilities sought to be certified will be used for the following 
purposes: 


A. FOR THE FOLLOWING PRINCIPAL PRIME CONTRACTS WITH THE UNITED STATES 
GOVERNMENT 


Program symbol 
Contracting Gov- (2. digits) or Materials or Delivery A mount 
ernment agency other contract services date(s) (dollars 
identification 


Date of contract 


(a) (b) (e) (d) e (f 


Not applicable. 


B. FOR THE FOLLOWING SUBCONTRACTS WITH U. 8. GOVERNMENT PRIME 
CONTRACTORS 


(e) Government 


: Suppliec » (give : 
Date of Materials or _ pli d Y si" = Delivery agency receiving Amount 
contract services name and address date(s) end products or (dollars 
r ; of firm) , ae 2 
services 
(f) Prime contract | 
identification 
(a) (b) (c) (d) (g) 


\¢ 


(f 


(f 


(e) i } 3 


(f 


Not applicable. 


c. For the following classes or types of customers other than the United States 
or its prime contractors (wherever possible, also indicate final product use and 
its relation to national defense purposes): Additional coke will be shipped to 
customers such as General Motors, Crane Co., Youngstown Sheet & Tube, 
Carnegie-Illinois Steel, Lakey Foundry, etc. Benzol is used in the manufacture 
of various chemical products typical to companies such as Dow Chemical, Mon- 
santo Chemical, etc. The type of industries receiving Toluol are Atlas Powder 
Co., Pittsburgh Plate Glass. Xylol is shipped to Atlas Powder Co., Donner- 
Hanna Coke Co., ete. Ammonia sold to companies of which Swift & Co., Virginia 
Carolina Chemical Corp. are typical. 

9. Estimate percentage of the maximum designed production of the facilities 
sought to be certified which will be used for national defense purposes (explain 
basis for estimate): 91 percent of the coke produced will be used for metallurgical 
purposes. We have been unable to supply the demand of many companies who 
are working on defense production with coke and other byproducts which are 
produced by our facilities. 

10. Has applicant negotiated with agencies of the Government as to financing 
the cost of the facilities for which certification is sought? O Yes. & No. If 
ves, give details. 

11. The following statements are made with respect to the land described in 
appendix A: 

a. Name and address of seller or proposed seller to applicant: None. 

b. Applicant’s relationship, financial or otherwise, with such seller: None. 

c. Use of land before acquisition by applicant: None. 

d. Estimated value of land after five (5) years: None. 

e. Why does applicant choose purchase as method for obtaining use of land? 
None, 

12. The following statements are made with respect to those buildings described 
in appendix A which have been or will be purchased 
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a. Name and address of person from whom buildings were or will be purchased 
None. 

b. Applicant’s relationship, financial or otherwise, with such seller: None. 

c. Use of buildings before acquisition by applicant: None. 

d. Increased usefulness for defense purposes resulting from acquisition: None 

e. Estimated valve of buildings after five (5) vears: None. 

f. Why does applicant choose purchase as method for obtaining use of build- 
ings? None. 

13. The following statements are made with respect to all other facilities 
described in appendix A which have been or are to be acquired second-hand; 
or which have been or which are productive assets of a going concern (give ap- 
pendix A number in each case): 

a. Names and addresses of sellers or proposed sellers to applicant: None. 

b. Applicant’s relationship, financial or otherwise, with such sellers: None. 

c. Use of facilities before acquisition by applicant: None. 

d. Increased usefulness for defense purposes resulting from acquisition: None 

14. List below, by number in appendix A, the facilities sought to be certified 
which are replacements deseribing (a) the replaced facility, (b) its age, (c) the 
annual rate of depreciation thereon, (d) the disposition which has been or will be 
made of the replaced facility, and (e) the reason for replacement: Facilities sought 
are for increased expansion of plant. 

15. The following statements are made by applicant evaluating the availability 
of manpower, housing, transportation, community facilities, and other elements 
of production in the area where the facilities described in appendix A are used or 
to be used: Comparatively few men will be needed and sufficient manpower is 
expected to be available. Our production will be increased about 14.7 percent 
while manpower requirements will be increased only 2.64 percent. 

16. Indicate possible uses of the facilities (for which certification is sought) for 
other than defense purposes at the end of five (5) years, and the nature and extent 
of the conversion which would be required, if anv (see page 6 of 12 pages): The 
facilities are needed for defense purposes and usefulness after five vears would 
depend upon continuation of demand of products manufactured. 

17. The following applications for necessity certificates for this plant at this 
location have been filed since January 1, 1950. 


If final action has been taken, gi 


Estimates . 
Estimated data of 


Government file | total of facilitic 
number in dollars on each (a 
application 


Date of application 


Issuance 


None. 


18. Persons authorized to represent applicant for the purpose of this application: 


Name: Louis G. Kreuz. 
Title: President. 
Address: (street, city, zone, State): 740 North Milwaukee Street, Milwaukee 1, 

Wis. 

Certification: The undersigned, hereinafter referred to as the applicant, repre- 
sents that the facilities listed in Appendix A are necessary in the interest of national! 
defense during the emergeney period, and requests the issuance with respect 
thereto of a necessity certificate as provided under Section 124A of the Internal 

tevenue Code, and in support thereof submits the information contained in this 
application, and certifies that the facts herein set forth, or appended, are true 
and correct to the best of his knowledge and belief. 

[CORPORATE SEAL] MILWAUKEE SOLVAY CoKE COMPANY, 

By Lovis G. Krevz, President. 

Attest: J. Hortscu, Secretary. 

DECEMBER 27, 1950. 
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Applicant check one © Individual. © Partnership. & Corporation. 


& 

The United States Criminal Code, 18 U. 8. C., sec. 1001, makes it a criminal 
offense to make a willfully false statement or representation to any department 
or agency of the United States as to any matter within its jurisdiction. 

Items | to 3 inclusive are to be typed in by applicant. This portion of appli- 
eation will be returned to applicant as a receipt. 

Receipt is acknowledged of the application for a Necessity Certificate, filed on 
the date stamped hereon. Further communications with respect to this applica- 
tion should bear the Government file number indicated hereon. 

1. Total facilities, this application, $ 

2. Date of application 


LEAVE THIS SPACE BLANK 


Government File No. TA. 


Form NSKB-140 (Oct. 1950 
AprpENbIxX A—SUMMARY SHEET 


\pplicant must attach hereto additional Appendix A sheets (numbered 2, 3, 4, 
ete.) supplying a description of each facility) 


Location of facilities: 311 East Greenfield Avenue, Milwaukee 1, Wisconsin 

Name of applicant: Milwaukee Solvay Coke Company. 

Address (street, city, zone, State): 311 East Greenfield Avenue, Milwaukee 1, 
Ww isconsin. 


Applicant (check one): O Individual. © Partnership. & Corporation. 
: Actual Estimated 
Item lollars dollars 
(a) Db 


Land Inapplicable 
Buildings and other fixed installations (see page 3 of 12 pages) $1, 107, OO 
Equipment: 
Other metal working machinery 
Power generating and distributing equipment 
Furnaces 
Other equipment 
Other (specify): 
Quenching car 


3, 000 
Switching locomotive 60, 000 
Grand total of all facilities, appendix A -- 1, 200, 00 


Give date of acquisition or beginning of construction, reconstruction, erection, 
or installation of the facilities: Construction will begin within 30 davs following 
approval of this application. 

Materials and services produced or to be produced (answer same as item 1, 
page 1, of application): Metallurgical coke, gas, benzol, toluol, xylol, ammonia, 
and tar. 

Remarks: Drawings and explanation sheets are made a part of Appendix A. 
Colored areas on drawings indicate changes and locations of new facilities. 

Instructions: Appendix A describes the facilities for which certification is 
sought and consists of the Detail Sheets on land, buildings, and equipment and 
a Summary Sheet. The Summary Sheet is Page 1. The number of pages in 
the Appendix, including both the Detail Sheets and Summary Sheet, shall be 
indicated on the Summary Sheet and the Detail Sheets. 

The detail required in this Appendix A is important in order to enable the 
certifying authority to determine necessity of the facilities in the interest of 
national defense and in order to assist the taxpayer in identifying the facilities 
for the Bureau of Internal Revenue (Appendix A will be attached to certificate). 

If it is not possible at time of filing of application to identify the facilities in 
the detail asked, all available details should nevertheless be given and full details 
submitted as soon as possible. 

If the Appendix A Detail Sheet is not appropriate to a description of the 
facilities, a statement may be attached describing the facility in terms best suited 
to the activity. 

When a question is inapplicable, this should be so stated on the form. 
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If actual cost cannot be ascertained, estimated cost should be given. If there 
are any substantial changes in cost or in description before the issuance of the 
certificate, the applicant should notify the National Security Resources Board. 


AprpENDIX A—DETAIL SHEET 
DESCRIPTION OF FACILITIES FOR WHICH CERTIFICATION IS SOUGHT 


Name of applicant: Milwaukee Solvay Coke Company. 

Address (street, city, zone, State): 311 E. Greenfield Ave., Milwaukee 1, Wisconsin. 
Date: December 27, 1950. 

No. 1 LAND 


Square feet (approximate): Not applicable. 
Location of land: gic 
Date acquired by applicant: : oe 

ft. by alia Sele 
Indic ated by j area enclosed by re d line on attached drawi ing marked: 
Cost to applicant (dollars) : 


No. 2 BUILDINGS AND OTHER FIXED INSTALLATIONS 


Square feet floor space (approximate): 
Location of building ‘ 
Date acquired or construction begun by applicant: 
(See page 3 of 12 pages) 
nacle Rae oo omas ft. 
C onstruction (w ood, bric *k, cement, etec.): 
Floors (number): 
Cost to applicant: 
Building indicated on attached drawings as building 


EQUIPMENT 


No. 3. Name of manufacturer: Atlas Car | Size: 46-foot Special features Date of acquisition 
& Mig. Co. About August I, 
1951. 
Kind: New quenching car. Model No.- . Type: Coke oven.| Quantity: One Cost (dollars): 
| $33,000. 
No. 4. Name of manufacturer: General | Size: 65 tons_.....| Special features: | Date ofacquisition 
Electric or equivalent Switching. About Septem- 
ber 1, 1951 
Kind: New switching locomotive. Model | Type: Diesel Quantity: One Cost (dollars): 
No : . $60,000. 
No. 5. Name of manufacturer Size Special features Date of acquisition 
Kind .. Model No Type Quantity Cost (dollars). 
No. 6. Name of manufacturer Size Special features | Date of acquisition 
Kind Model No... Type Quantity Cost (dollars). 
No. 7. Name of manufacturer Size Special features Date of acquisition 
Kind . Model No Type. - Quantity | Cost (dollars). 


A necessity certificate is approximately 8% by 11 inches in size. Therefore, 
any drawings or maps which are included as part of Appendix A should, if pos- 
sible, be made to conform to the size of the certificate. Elevations or working 
drawings are not needed. 


Irem No. 2.—Buildings and Other Fixed Installations 


> sos ‘ . ‘ . ‘ Estimated 
Proposed 20-oven addition: Construction of 20 Semet Solvay Ovens cost 


which will be an extension of No. 4 Battery from 40 to 60 ovens 

(more detail on pages 4 and 5 of 12 pages) _- . $800, 000 
Track and quenching car repair building rearrangement: To facilitate 

the construction of new ovens it will be necessary to relocate quench- 

ing car tracks, plant roadway, and the quenching car building 

(more detail on pages 7 and 8 of 12 pages) 165, 000 
Additional coke loading station: Present facilities are inadequate to 

handle the increased tonnage anticipated (see pages 9 and 10 of 12 

pages) = 65, 000 
Additional byproduc ts equipment for 20 ovens: Because of the addi- 

tional gas product it will be necessary to install a primary cooler, 

decanter, and cooling coils (see pages 11 and 12 of 12 pages) ------ 77, 000 


Total for item No. 2__- is 107, 000 
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(Drawings referred to are on file with the committee.) 


The drawing on page 4 shows the location of our battery No. 4 which consists of 
40 coke ovens. It also shows the proposed addition of 20 new ovens which would 
increase the number in the battery to 60. 

The pusher, larry, and quenching-car tracks will be extended thereby per- 
mitting the present machinery to be used with the new ovens. The gas mains 
and other piping would also be extended to serve the new: ovens. 

The new ovens are to be essentially the same as the others in battery No. 4, 
each oven being 36 feet long, 17 inches wide and taking a coal charge of about 
10 tons. They are constructed mostly of refractory brickwork but contain some 
steelwork. 

Our plant now consists of 100 Koppers ovens and 80 Semet-Solvay ovens. 
Based on our present schedule of operation, the coal thru-put is 1,825 tons per day. 

The 20 new ovens would have a maximum coking capacity of approximately 268 
tons of coal per day which represents an increase in capacity of 14.7 percent. 

The increase in man-hours required because of adding the 20 ovens would be 
2.64 percent or much less than the increase in production. The reason for this 
favorable circumstance is that in most departments of the plant no additional 
labor would be needed because of the proposed plant expansion. 

Our experience, which is apparently similar to other areas, is that there is an 
immediate need of the products that are produced by a Merchant Coke Plant to 
assist in the defense program. Our study indicates that we can materially assist 
this program at a reasonable expenditure of money. 

The probable need of the proposed facilities after a five-year period is doubtful, 
because of the inroads made by natural gas and oil. When the defense program 
ends, there will be less need for blast furnace and foundry coke which means that 
the additional capacity would not be required. 

The same is true with other by-products such as benzol, toluol, tar, xylol, ete., 
which are scarce materials now but, in our opinion, will not be so after the five- 
vear period. 

The purpose of the increased facilities as described in this application is to 
supply vital raw materials as quickly as possible as required for the defense 
program. 





Irem No. 2.—Track AND QuENCHING-CarR RepaiR BuILDING REARRANGEMENT 
RELOCATION OF STRUCTURES 





The drawing on page 7 of 12 pages shows the structures which will have to be 
relocated to make space for construction of the 20 new ovens. 

The principal structure is the building which contains the quenching-car repair 
shop, laboratory sample room, and general storage room. 

It is planned to reduce the size of this building and move it a short distance 
north, as shown by the drawing. The building, as rearranged, will contain less 
space but this will not be a serious matter. 

The quenching-car tracks will also have to be moved as shown on the drawing. 

Because the pusher tracks, when extended to accommodate the new ovens, 
will block the present roadway it will have to be relocated. It is proposed to run 
the new roadway around the other side of the buildings as shown on the drawing. 
This will necessitate tearing down a part of the carpenter shop to make room for 
the new roadway along the side of the railroad tracks, 





Irem No. 2—AppDITIONAL CoKE-LOADING STATION 









The drawing on page 9 shows the location of a new transfer conveyor and loading 
station which will be necessary to handle foundry coke from 20 additional ovens. 
The reason for this is that our present facilities for loading foundry coke are being 
operated at full capacity 

The new facilities would consist of a conveyor 140 feet long and a 50-foot boom 
conveyor to load the coke into railroad cars. An additional railroad track would 
have to be provided and a retaining wall constructed to separate the new track 
from the elevated quenching tracks. This track is now protected by a sloping 
embankment. The new section of track and retaining wall will be approximately 
350 feet long. The retaining wall will be constructed of sheet piling. 







Item No. 2—AppIrIoNAL Bypropuct EqQuIPMEN' 


The drawing on page 11 shows the proposed changes in cooling and condensing 
equipment including a new scrubber, decanter, and cooling coils. 
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Batteries 3 and 4 consisting of 80 ovens are operated as a unit with respect to 
the cooling, condensing, and tar decanting of the gas produced. Since the 20 new 
ovens will be an extension of number 4 battery, it will require an increase of 25 
percent in the facilities for handling the additional gas produced. 

The new primary cooler would be 11 feet in diameter and 28 feet high; the 
decanter 11 feet by 84 feet and 40 feet long, while the cooling coils would consist 
of 8 stacks of 2-inch pipes. 















APPLICATION FOR NECESSITY CERTIFICATE, THE CINCINNATI 
MINE MACHINERY CO, 
NSRB Fite No. TA—1029 













Marcu 19, 1951. 






Subject: File No. TA-—1029. 
THe CIncInNATI Mine Macuinery Co., 
Cincinnati, Ohio. 







GENTLEMEN: After careful consideration of your application for a necessity 
certificate, subject file number, it has been determined that the facilities sought 
to be certified are not eligible for accelerated amortization under the provisions 
of section 124A of the Internal Revenue Code. 

Sincerely vours, 







3yRON D. Woopstpe, 
Director, Business Expansion Office. 









DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 5, 1951. 







Hon. Wittiam H. Harrison, 
Administrator, Defense Production Administration, 
Washington, D. C. 

My Dear Mr. Harrison: I am transmitting herewith report and reeommenda- 
tion of the application of The Cincinnati Mine Machinery Co, for accelerated 
amortization under section 124A of the Internal Revenue Code. 

Mr. Charles W. Connor, Defense Solid Fuels Administrator, and Mr. James 
Boyd, Defense Minerals Administrator, both recommend that the request be 
denied. I concur in this recommendation. 

Sincerely yours, 















Oscar L. CHAPMAN, 
Secretary of the Interior 









Form NSRB-142 (Nov. 1050) 












UNITED STATES OF AMERICA 













EXECUTIVE OFFICE OF THE PRESIDEN’ 








NATIONAL SECURITY RESOURCES BOARD 





















REPORT AND RECOMMENDATION ON APPLICATION FOR NECESSITY CERTIFICATE 
PURSUANT TO THE PROVISIONS OF SECTION 124A oF THE INTERNAL REVENUE 
CopE 










NSRB File No. TA—1029. 
(Date received) ___- 





To: National Security Resources Board. 






From: 
Commerce (. Agriculture 0 
Interior ck id 

















Date of this report and recommendation: February 19, 1951. 
Name and address of applicant: The Cincinnati Mine Machinery Co., 2973 Spring 

Grove Avenue, Cincinnati 25, Ohio. 

1. Discuss necessity in interest of national defense by applying criteria set 
forth in Sec. 600.2 (a) and (b) of Regulation. Without being limited thereto, 
discussion should include (a) the reason why materials or services are required 
in the interest of national defense during the emergency period, (b) over-all 
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shortage of facilities to produce against requirements for such materials or serv- 
ices, (c) shortages for regional, stand-by, prospective, or other requirements in 
the interest of national defense during the emergency period, (d) possibility of 
satisfying such shortages by fuller utilization of existing facilities, such as by 
reasonable conversions or use of multiple shifts, (e) extent to which applicant’s 
production will meet such shortages and requirements, and (f) applicant’s state- 
ments as tovnecessitv and as to pereentage of ‘his production in the interest of 
national defense during the emergency period. If denial is to be recommended on 
basis of failure to meet the criteria, treatment of further questions in this report 
may be unnecessary. 

(a) The undersigned do not deem that applicant’s expanded facilities are 
needed for national defense. 

(b) No over-all shortage is apparent at this time. 

(c) Not pertinent. 

(d) Ability of industry to produce national requirements is ample. 

(e) Not pertinent. 

(f) Applicant claims greatly expanded production of coal will require that its 
facilities be enlarged. We do not concur in the idea that any large expansion of 
the coal industry is necessary. The reasoning on which the above statements 
are made is given in the following paragraphs: 


Applicant requests certification for estimated expenditures as follows: 


1. To purchase tract of lands, approximately 90,000 to 100,000 square 

feet. No specific lot has been purchased : $27, 500 
2. One story brick and concrete building of approximately 25,000 square 

feet. Balance of lot to be used for parking and storage space 175, 006 
3. Machine tools _- 79, 000 


Total 281. 500 


! On Feb, 14, 1951, subsequent to filing application, a tract of land was acquired for $20,000. 


The purpose of the expansion is to double applicant’s production as follows: 


Present Capacity af 

annual ter additional 
maximum facilities are 
capacity completed 


Complete cutting chains_. ‘. - i 1, 440 
Complete cutter bars . ; si 
Cutterbits ; : . c 10, 19, 200, 000 


Applicant claims that during the past five years there has been a decided step 
up in the use of labor saving equipment in coal mining and that the emergency 
will greatly accelerate this trend. 

We do not agree with this broad general statement. Mechanical haulage is 
an accomplished fact in the coal industry. Machine cutting of bituminous coal 
has only risen from 88.4 percent of deep-mined coal in 1940 to 91.5 percent in 
1949. Very little further expansion is possible. Mechanical loading began to 
show annual increases in the thirties. The percentage of deep-mined bitum-nous 
coal mechanically loaded was 35.4 percent in 1940 and 67.0 percent in 1949. 

Increases in mechanical loading is not a recent trend. No doubt it will continue 
to grow not because of national defense, but because of the savings in labor cost. 

During the war vears the percent of coal cut by machines did not vary. The 
percent of coal mechanically loaded continued to climb. These percentages do 
not indicate any lack of cutting machines and parts during World War II. At 
this time there appears to be ample capacity to meet coal requirements for 
defense and it follows that the manufacturers of coal cutting machines can meet 
the demand for their equipment. 

The use of continuous mining machines will increase during the next five vears 
not because of defense efforts, but as a labor saving device. Applicant’s state- 
ment that one type of continuous miner uses six chains as compared with one o1 
a cutting machine does not mean a six-fold increase. Due to difference in length 
of chain and displacement of a cutting machine (without increasing production 
the relative increase is only two or three-fold. In 1949 there were 14,424 coal 
cutting machines in use in bituminous mines, according to Bureau of Mines 
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reports. No figures are available as to the number of continuous miners now in 
use; however, estimates discussed in the trade indicate that somewhere between 
100 and 150 have been sold. Applicant overemphasizes the probable sales 
volume of continuous miners. 

2. Identify, by Appendix A number, all facilities for which certification is 
sought (including land) which are not considered necessary in whole or in part, 
for the production planned, giving reasons: Machine tools are necessary. Appli- 
cant claims a suitable building is not available for lease or purchase and there- 
fore a new building must be considered. In this sense all facilities proposed are 
needed for a complete manufacturing unit. 

3. State results of investigation as to whether applicant has available ans 
idle facilities which will serve same purpose as those for which certification is 
sought: Applicant states it has no idle facilities. 

4. State results of investigation as to whether applicant is obtaining fullest 
utilization of facilities now in production (other than those for which certification 
is sought) and discuss factors, such as multiple shifts, which may be employed: 
Applicant claims it is working all bottleneck equipment six days per week, 24 
hours per day, and therefore no further expansion is obtainable without the 
installation of new facilities. 

5. State results of investigation as to whether applicant is able to utilize the 
facilities of subcontractors to produce all or part of the materials or services to 
be produced: A considerable portion of the work is being subcontracted. Appli- 
cant claims it is unable to find any more subcontractors able to do the work. 

6. If a question of military security is involved, state results of investigation 

as to location of facilities with regard thereto: No military security involved. 
However, Cincinnati is a highly industrialized center and additional facilities 
should perhaps be located in other cities. However, equipment competitive 
with applicant’s is manufactured in other areas such as Chicago, Illinois, Cleve- 
land and Columbus, Ohio, Claremont, New Hampshire, and Latrobe, Penna. 
7. State results of investigation as to location of facilities so far as availability 
of manpower is concerned: Applicant now employs 68 men. Expansion will 
require 57 additional emplovees. Skilled labor is available in Cincinnati area in 
normal times. Availability of manpower during emergency will depend on draft 
and possible shift of labor to other industries. 

8. State results of investigation as to adequacy of housing, transportation, and 
other community facilities for applicant’s employees at this location: Adequate 
in Cincinnati area. 

9. State results of investigation as to adequacy of transportation facilities 
required for operation of facilities sought to be certified: Adequate in Cincinnati 
area. 

10. State results of investigation as to adequacy of water supply and treat- 
ment facilities, fuel, electric power and other utilities, and raw materials, for 
operation of facilities sought to be certified: All facilities should be adequate; 
however, supply of raw materials such as steel, tungsten, and forgings, required 
for manufacture of end products of applicant may become tight. 

11. State results of investigation as to whether further expansion in addition 
to that for which certification is sought at this plant location will be limited by 
any prospective shortages of any production factor: Further expansion will be 
limited by shortages of raw material. 

12. State results of investigation as to competency of applicant to manage 
effectively the proposed expanded facilities, taking into consideration his past 
performance record, if any, and any other qualifications: Management is compe- 
tent. 

13. State whether the opportunity of small business to participate in the expan- 
sion of production, and the promotion of competitive enterprise, have been con- 
sidered and how such considerations have been weighed in developing the recom- 
mendation on this application: There are a large number of companies engaged 
in this type of manufacture. Applicant claims it is one of the leading manu- 
facturers. The granting or denial of this application will not affect competitive 
enterprise or small business. 

14. Give details of any government participation in financing of cost of facili- 
ties: Applicant states it is not negotiating for government financing. 

15. In case of purchase of land, buildings, second-hand equipment, and pro- 
ductive assets of going concerns, state results of investigations as to: 

a. Relationship between parties to transaction: Land— Definite site was ac- 
quired on 2-14-51 and there is no relationship between parties. Building—to be 
erected. 
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b. Reasons why use of property not available by lease: Land—Could probably 
be obtained on long-term lease, but outright purchase would probably be more 
economical. Building—Applicant states no building of type required is available. 

ec. Increase in usefulness for defense purposes resulting from acquisition: No 
second-hand equipment is to be purchased. No productive assets of going con- 
cerns are to be acquired. 

d. Estimated value remaining after five vears: Land, $27,500; Buildings, 
$140,000.! 

16. List replacements by Appendix A number, indicating those which would 
have been made regardless of the defense effort, and which are to be denied. 
Similarly, indicate those which are extraordinary and are necessitated by reason 
of the defense effort, giving reasons and percentage recommended for certification : 
No replacements involved. 

17. Discuss the possible uses of the facilities for other than defense purposes at 
the end of five years. Do not limit to usefulness to applicant. The discussion 
should include, but is not limited to (a) the range of materials and services for 
which the facilities can be used, (b) the nature and extent of the conversion re- 
quired to produce such materials and services, (c) the prospective market for 
such materials and services, (d) the forced sale value of the facilities at the end of 
five vears, (e) the likelihood, if any, that the applicant will continue to use the 
facilities profitably after five years, whether as an integrated part of his other 
operations or otherwise, (f) the likelihood, if any, that the applicant would have 
acquired the facilities regardless of certification, and (g) an analysis of applicant’s 
answer to Question 16 of the application form: 

(a) Machine tools will have special use but plant building would be suitable 
for many types of manufacturing and servicing industries. 

(b) Conversion to other uses would require removal of special machine tools 
and replacement of tools required for a new enterprise. 

(c) Prospective market for applicant’s products will not be Materially different 
after 5 vears than during the next 5 years. 

(d) Forced sale value estimated at $125,000. 

(e) Use of facilities after 5 vears will depend on activity in the coal mining 
industry and competition with other producers of similar equipment. 

(f) Applicant is speculating on future business. Certification is an attempt to 
reduce the cash risk. 

(g) Applicant indicates facilities would have some use for most any ordinary 
type of industrial manufacturing after 5 years. This answer seems correct. 

18. State any other factors having a bearing on consideration of application: 
Applicant’s products are used largely in coal mining and at this time there is no 
reason to expand the capacity of the coal industry. 


RECOMMENDATION 


It is reeommended that: Application be denied. 
(Write above line: ‘Application be denied’’ or ‘Facilities be certified’’; in 
latter case adding percentage recommended) for the following principal reasons: 

1. Ample capacity available in United States to produce similar products. 

2. Increased use of products in next 5 years will result from normal efforts of 
coal industry to reduce labor costs rather than defense. 

3. Use of strategic materials at this one plant might hamper production at 
other plants manufacturing bits. 

4. If anticipated demand is as great as applicant believes, then it would have 
installed these facilities regardless of the national emergency. 

The undersigned concur in the above recommendations. 

H. A. Montag, Director, Requirements Division, DMA; Clyde W. 
Woosley, Director, Equipment and Materials Requirements Div- 
ision, DSFA; Clem C. Austin, Commodity Industry Analyst, 
DSFA: Sam Schurr, Chief Economist, Bureau of Mines; Leo N. 
Plein, Director, Industry Finance Division, DSFA; James Boyd, 
Administrator, Defense Minerals Administration; Chas. W. 
Connor, Defense Solid Fuels Administrator. 

Approved by: 


Secretary of the Interior. 





| Based on 5 years depreciation for 25-year life, a new plant building in Cincinnati should not lose much 
value in 5 years. 
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DEPARTMENT OF THE INTERIOR, 
DEFENSE Souww FuELs ADMINISTRATION, 
Washington, D. C., February 28, 1941. 
Memorandum. 
To: Secretary of the Interior 
From: Defense Solid Fuels Administrator 
Subject: Report and recommendation. Application for necessity certificate 
under section 124A of the Internal Revenue Code. The Cincinnati Mine 
Machinery Co., Cincinnati, Ohio. “TTA-—1029—$281,500. 

Attached herewith is the above-captioned application together with report 
and recommendation. 

In accordance with your memorandum of January 4, 1951, the staff of DMA 
and DSFA have examined the application and concur in the recommendation 
that the request for accelerated amortization be denied. 

Cuas. W. Connor. 


CINCINNATI, Onto, February 14, 1941. 
Attention Mr. L. N. PLern, 
Defense Solid Fuel Administration, Department of the Interior: 
Re phone 30-day cancellation privilege for construction steel expires February 
28. It would be helpful if we could be advised February 27 or before. 
A. O. BRUESTLE, 
Cincinnati Mine Machinery Co. 


Fesruary 15, 1951. 
Memorandum for files. 
Subject: Cincinnati Mine Machinery Co. TA-—1029. 

Mr. A. G. Bruestle, vice president of Cincinnati Mine Machinery Co., called on 
long distance from Cincinnati, Ohio, for information as to progress on his applica- 
tion. His phone number at Cincinnati is Kirby 6303. 

A site for proposed plant was purchased on Feb. 14, 1951, for $24,000. The 
land was purchased from interests not connected with applicant. 

An order for the steel required for construction of the building has been placed. 
The order was placed subject to Cineinnati Mine Machinery Co. canceling the 
order in 30 days. ‘this time limit expires next week. Bruestle will send me a 
telegram giving the exact date. In view of short supply of steel it is not likely 
that he will cancel the order. 

When questioned about raw materials, Bruestle stated that during the last war 
they had a high priority rating for production of their product when allocation of 
materials comes under government control. 

Throw-away bits use 1 pound of tungsten earbide per 1,000 bits. We consider 
this very low. Other bits made by Cincinnati Mine Machinery do not require 
tungsten. 

Company has order from Joy Manufacturing Co. for chains, bits, and bars. 
One continuous miner will require four to six chains per year. One hundred con- 
tinuous miners are now in use. Cutting chains and bits are most expendable 
portion of the continuous miner. 

The answer to question 3 (¢) and 3 (e) is on a monthly basis. 

Nore.— Discussed this phone call with Montag and he is still of the opinion 
that the application should be denied. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE Soup FUELS ADMINISTRATION, 
Washington, D. C., February 12, 1951. 
Memorandum, 
To: H. A. Montag, Requirements Division, Defense Mineral Administration. 
From: Director, Industry Finance Division, DSFA. 
Subject: Application for necessity certificate, Cinemnati Mine Machinery Co 
File No. TA-—1029. 
Attached are two copies of the above-captioned application. These copies 
were made in my office from the official copy. 
The official copy which I left with you this morning will have to go forward 
with the report to the Secretary. 
The two attached copies are for your files. 
Leo N. PLEIN. 
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; FEBRUARY 12, 1951. 
Re: TA-1029—Cineinnati Mine Machinery Co.: 


Montac, DMA 


Please return attached copy of application to me together with comments and 
any additions to attached pencil draft of report. 

Note on report questions which I have raised. Add any comments you care 
to*make, 

Leo N. Piemn, DSF A, 

tm. 5322. 
X 2403. 
February 15, 1951: Picked up in Montag’s office after further discussion with 
him. 


FEBRUARY 9, 1951. 
File 
TA 1029 
Bituminous 


Production, Percent Percent ons mechan 
underground Year underground | underground rons cut ically loaded 
products production production 


Mechanically | Mechanically 


In millions cut loaded In millions 

417.6 1o4t SS. 4 35.4 

459.0 1941 89.0 40.7 
515.4 1942 89. 7 45.2 462.3 232.9 
510.5 1943 90.3 18.9 461. 1 249.8 
518.7 1y44 90.5 52.9 469. 5 274. 2 
467.6 1945 M0. 8 1 424.7 262. 5 
4120.9 1946 YOS 58. 4 382. 1 245.3 
491.2 1047 90.0 60.7 442.1 298. 2 
460.0 1948 90.7 4.3 160.0 295.8 
331.8 194 91.5 67.0 31.8 222. 4 

1950 


Orrick MEMORANDUM—UNITED STATES GOVERNMENT 


Date: Frepruary 2, 1951. 
To: Crype W. Woos.ey 
From: Leo N. PLEIN. 
Subject: The Cincinnati Mine Machinery Co., Cincinnati, Ohio. File TA-1629. 

Attached is the above-captioned application together with a copy of the 
Secretary’s memorandum of January 4, 1951. Please note that the Secretary 
requests that DMA and DSFA give joint consideration to this application. 
Mr. Mittendorf (extension 5371) is the person to coniact in DMA. I am trans- 
initting copy of this memo to him. 

Please arrange a conference with Mr. Mittendorf as soon as you are ready to 
discuss this application with him. I plan to be present at this conference, but if 
Iam not aveilable do not wait on me. 

Will vou please prepare your report with recommendations, following Form 
NSRB 142. A copy of this form is attached which I have used as a work sheet 
to pencil in any questéons which arose in my mind while looking over the appli- 
eation. 

Leo N. PLEIN. 


(Pencth Nore.—Woosley and Austin are of the opinion that this application 
should be denied.—L, N. P.) 
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OrricE MEMORANDUM—UNITED StatTEs GOVERNMENT 


To: Clyde W. Woosley. Date: January 19, 1951. 
From: Leo N. Plein. 
Subject: 


Application for necessity certificate, The Cincinnati Mine Machinery Co. 
File No. TA—1029—$281,500. 

Attached herewith is a copy of the above-captioned application and a copy of 
Form NSRB-142. 

Please note that the Secretary requests that DSFA and DMA jointly give con- 
sideration to this application. Mr. Mittendorf, Extension 5371 in DMA is the 
person to contact. 

After you have had a chance to review the attached let me know and we will get 
together with Mittendorf and arrive at a decision as to procedure. 

Leo N. PLEIN 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 4, 1951. 

Memorandum. 

To: 

Mr. Charles W. Connor, Administrator, Defense Solid Fuels Administration 
Mr. James Boyd, Administrator, Defense Minerals Administration. 

From: Secretary of the Interior. 

Subject: Request for report and recommendation to NSRB on application for 
necessity certificate pursuant to provisions of section 124A of Internal Revenue 
Code submitted by the Cincinnati Mine Machinery Co. (NSRB file reference 
TA-—1029, January 2, 1951 
I am transmitting to vou herewith, for your joint cousideration, the subject 

application which, in accordance with the procedures prescribed in the regulation 

issued by the NSRB (15 FR 7265), has been referred to us for report and recom 
mendation to be considered by the Chairman of the NSRB, or his duly authorized 
representative, as certifying authority. 

A careful, comprehensive study and evaluation of the proposed project, in rela- 
tion to each of the criteria specified in the applicable regulation of the NSRB, 
should be made by both of you. I shall rely upon you to confer with any other 
agencies whose interests might be involved. 

Please prepare the report and recommendations in such form that I may trans 
mit them over my signature to the Chairman of the NSRB, and send them to me 
with an indication of your joint concurrence in the recommendations. Attached 
are copies of Form NSRB- 142 for use in connection with the report and recom- 
mendations 

OscaR L. CHAPMAN, 
Secretary of the Interior. 


Form NSRB-140 (Oct. 1950) JANUARY 3, 1951. 

Form approved, Budget Bureau No. 25-RO01. 

Total cost of facilities sought to be certified $_- ; 

Date of application: Dee. 27, 1950. 

FOR NSRB USE ONLY ; 

File No. TA-1029. ‘ 

CER ORNS | oii Ss aisk ceca ootite Be : 

iG. 5 oh. 
I 
I 
I 
a 
v 
t 





of 


he 


ret 
. 


for 
nue 


ject 
ion 
om- 
ized 


‘ela- 
RB, 
ther 


Alis- 
y me 
thed 


<OMm- 


DEFENSE MINERALS 155 


UNITED STATES OF AMERICA 
EXEecuTIVE OFFICE OF THE PRESIDENT 
NATIONAL SECURITY RESOURCES BOARD 


APPLICATION FOR A NECESSITY CERTIFICATE PURSUANT TO PROVISIONS OF SEc. 
124A (AMORTIZATION DepucTION) oF INTERNAL REVENUE CopE 


To: National Security Resources Board, Executive Office Building, Washington 

25, D. C. 

Name and address of applicant (street, city, zone, State): The Cincinnati Mine 

Machinery Co., 2973 Spring Grove Ave., Cincinnati 25, Ohio. 

Instruction: Submit three (3) signed copies of the application and six (6) copies 
of the Appendix A. When a question is inapplicable, this should be so stated on 
the form. Additional sheets may be attached in answering any questions or in 
providing other supporting information. A separate set of forms is required for 
each plant location. 

1. Identify the materials and services produced or to be produced with facilities, 
described in appendix A, for which certification is sought. Do not use general 
designations such as “‘aircraft parts’ or ‘‘radar parts.’’ In the case of service 
facilities such as cafeterias, offices, or plant protection, list principal materials 
and services of the plant facility served: Cutting chains, cutting bars, cutting bits, 
and allied equipment for use on new and existing mining machines, principally 
coal mining machines. 

2. Give reasons why the facilities for which certification is sought are necessary 
in the interest of national defense. The applicant should apply carefully the 
criteria for determination of necessity and of portion attributable to defense 
purposes set forth in sec. 600.2 of the regulation geverning the issuance of necessity 
certificates prescribed by the chairman of the National Security Resources Board: 
Our company is considered to be the forenost manufacturer of the items listed 
in (1) above. These items are all highly expendable and used in increasing 
quantities on relatively large and expensive machines performing the funda- 
mental mining operations. During World War II our facilities were used to the 
absolute maximum, yet we were unable to entirely produce all the quantities de- 
manded of us. Although these same facilities are more than adequate for peace- 
time needs, due to the declared emergency, it is a foregone conclusion that the 
demands which will soon be placed upon us will far exceed our capacities. This 
statement is based on several facts, as follows: 

(a) In the past five years there has been a decided step-up in the use of labor- 
saving equipment of which our products form the most highly expendible and 
important part. With this trend already in motion the present emergency will 
certainly greatly accelerate its pace. 

(b) The advent of the successful continuous mining machine, rightfully termed 
the greatest labor-saving device ever developed for the field of mining, significantly 
increases the demand for our products, primarily the cutterchain. Instead of 
one cutterchain this latest innovation requires six. 

(c) We have been approached by the largest manufacture of mining equipment 
with the view of supplying them with a portion of the output of our products and 
adapt them to their new equipment in order that they, in turn, might increase the 
output of these essential machines. An agreeable arrangement has already been 
reached pending our ability to promptly expand our own capacities. However, 
we can expect this arrangement to exist only during the period of the emergency. 

(d) Our past experience clearly shows that in periods of large mining output, 
the percentage requirements of the highly expendible items of our manufacture 
rise out of proportion to the increased mining output. 

(e) Up until approximately six months ago our average deliveries ranged 
between 1 to 3 weeks. Today, even though we are making no attempt to procure 
new customers, our deliveries range from 3 to 5 months. 

We believe there can be no doubt of the essentiality of our products. Our 
products have the same relationship to the mining industry that tires have to the 
automobile, or ammunition has to the gun in the soldier’s hands. You can’t fight 
without ammunition even though you have a gun, and you can’t mine without the 
type of products we manufacture even though you have a mine with all the other 
equipment. We wish to bring out the following facts: 
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(a) Most of our products are considered to be specialized and require an 
intimate knowledge of this particular field, which can be obtained only through 
many vears of concentrated study, research, and experience. 

(b) Special equipment, jigs and fixtures, as well as intricate forging dies in large 
quantities are involved. 

(c) There exists only afew manufacturers of the highly essential products under 
discussion. Since, as previously pointed out, we are the leading manufacturer 
of this equipment in the country, we will be expected to supply the largest portion 
of the increased demand brought about by the emergency conditions. 

If promptly given the assistance requested herein, we will then have the ability 
and intention of taking care of these increased demands. 

3. Maximum designed production: 


| Average 


Maximum percentage of Maximum 
designed pro- maximum de- | designed pro- 
List separately materials or en duction with- | signed produc-| duction with 
services identified in item 1 out facilities tion usedin | addition of 
sought to be quarter pre- | facilities sought 
certified ceding filing to be certified 


of application 


(a (b) (« (d fi 
Cutting chains ! Chains (complete) 02 2 93 2 120 
Cutter bars 3. Cutter bars (com- i4 283 2 30 
plete) 
Cutter bite 4. ae ; Pieces S&3, O00 2 93 1, 600, 000 


At present we are operating closely to 100 percent 
2? Approximate 
3 Percentages in (d) include outside Machining help such as planting, lathe, milling, screw machine and 
heat treating Chis type of help is becoming increasingly difficult to obtain 
‘ Figures in (d) based on September 1950, October 1950, and November 1950 average. 


1. Employment: 


Employment and work hours without facilities 
sought to be certified (for pay period ending 
nearest 15th of month preceding filing of 
application) 


Estimated employees 
and work hours with 
addition of facilities 
sought to be certified 

Shift 


Actual Capacity 
lotal Total Potal Total Total Total 
production | man-hours | production | man-hours | production | man-hours 
workers per week workers per week workers per week 
(a b (¢ d (e (f (g) 

First __. 19 2, 730 49 2, 750 sO) 4,400) 
Second : 19 1, 102 1 20 1, 150 15 2, 600 
Third 
Swing-... 


See note below. 


Nortre.—Our day shift now numbering 49 represents maximum number of production employees which 
we can accommodate in our prese nt set-up Our night shift also represents Maximum since all bottleneck 
equipment is being utilized Bottleneck equipment is kept busy. 


5. Production or services began or will begin with the facilities sought to be 
certified on the following date (on gradually expanding facilities, give schedule of 
output) 24 hours per day, 6 days per week: Just as promptly as we are able to 
build necessary plant. Probably July 1, 1951. 

6. If applicant owns or has available idle facilities which may serve same pur- 
pose as those for which certification is sought, give reasons for not using for such 
purpose: Neither own nor have available idle facilities which may serve same 
purpose as those for which certification is sought. 

7. Can applicant subcontract for all or part of the materials or services produced 
or to be produces d bv the facilities sought to be certified? ®& Yes. O No. 
If Yes, why doesn’t applicant so subcontract? If No, why not? We are sub- 
contracting a considerable portion of our work at present. However, special 
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equipment in the form of machinery and complex fixtures made and designed 
by our company, limit our production. Our overcrowded conditions prevents 
the adding and building of additional such equipment. 


8. Output of facilities sought to be certified will be used for the following 
purposes: 


A. FOR THE FOLLOWING PRINCIPAL PRIME CONTRACTS WITH THE UNITED STATES 


‘ GOVERNMENT 
| . . Program symbol 
Date of cota (2 digits) or other | Materials or Delivery date(s Amount 
contract ; contract identifica- services _ = (dollars) 
agency ; 
| tion | 
(a) (b) | (ce) (d) (¢ f) 


Sena nuesbapeon aces | 
| } 
| 
| 


Not applicable. 


B. FOR THE FOLLOWING SUBCONTRACTS WITH U.S. GOVERNMENT PRIME 
CONTRACTORS 


2 ‘ haces (e) Government 
Date of Materials or Se Delivery | gency receiving A mount 
contract services . of firm) ; dates(s) } end products or dollars) 
’ services 
| | (f) Prime contract 
(a) (h) (ce) (d) | identification | g) 
} 
; te 
(f) 
(e) 
wie ; (f) 
‘a J ' (e 
(f 
(e) 


| (f) 
Not applicable. 


c. For the following classes or types of customers other than the United States 
or its prime contractors (wherever possible. Also indicate final product use and 
its relation to national defense purposes): Essential mining equipment as de- 
seribed in (1) and (2). 

9. Estimate percentage of the maximum designed production of the facilities 
sought to be certified which will be used for national defense purposes (explain 
basis for estimate): Entire capacity can be considered to be used for National 
Defense Purposes as explained in (2). Increased capacity will be approximately 
85 percent or more. 

10. Has applicant negotiated with agencies of the Government as to financing 
the cost of the facilities for which certification is sought? OF Yes. & No. If 
Yes, give details. 

11. The following statements are made with respect to the land described in 
Appendix A: 

a. Name and address of seller or proposed seller to applicant: Unknown. (See 
note attached to Appendix A.) 

b. Applicant’s relationship, financial or otherwise, with such seller: None. 

c. Use of land before acquisition by applicant: None. 

d. Estimated value of land after five (5) years: Unknown. 

e. Why does applicant choose purchase as method for obtaining use of land? 
Inasmuch as no suitable factory buildings are available and since we do not now 
own land, it is necessary to build a plant making it necessary to purchase the land. 

12. The following statements are made with respect to those buildings described 
in Appendix A which have been or will be purchased: 

a. Name and address of person from whom buildings were or will be purchased: 
Unknown. (See note attached to Appendix A.) 

b. Applicant’s relationship, financial or otherwise, with such seller: None. 

c. Use of buildings before acquisition by applicant. None. 


78661—51——_11 





158 DEFENSE MINERALS 


d. Increased usefulness for defense purposes resulting from acquisition: The 
acquisition of the factory building as herein explained will result in at least 85 
percent increase in productive capacity of our vitally required products which will 
prevent a shortage of these supplies. The lack of our products would result in 
serious curtailment in the mining of war essential elements, primarily coal. 

e. Estimated value of buildings after five (5) vears: Unknown. 

f. Why does applicant choose purchase as method for obtaining use of buildings? 
Since no buildings of the type required are available we must necessarily put up a 
suitable building. 

13. The following statements are made with respect to all other facilities 
described in Appendix A which have been or are to be acquired second-hand; or 
which have been or which are productive assets of a going concern (give Appendix 
A number in each case): 

a. Name and addresses of sellers or proposed sellers to applicant: Not applicable. 

b. Applicant’s relationship, financial or otherwise, with such sellers: 

c. Use of facilities before acquisition by applicant: 

d. Increased usefulness for defense purposes resulting from acquisition: 

14. List below. By number in Appendix A. The facilities sought to be 
certified which are replacements describing (a) the replaced facility, (b) its age, 
(c) the annual rate of depreciation thereon, (d) the disposition which has been or 
will be made of the replaced facility, and (e) the reason for replacement: Not 
applicable. 

15. The following statements are made by applicant evaluating the availability 
of manpower, housing, transportation, community facilities, and other elements 
of production in the area where the facilities described in appendix A are used or 
to be used: It is our intention to locate in the Cincinnati area which we are 
confident is very suitably located as to availability of manpower, housing, 
transportation, community facilities and all other community facilities. Our 
more than twenty years of operating experience bear out this fact. 

16. Indicate possible uses of the facilities (for which certification is sought) 
for other than defense purposes at the end of five (5) years, and the nature and 
extent of the conversion which would be required, if any: We believe that facilities 
for which certification is sought would have some use for most any ordinary type of 
industrial manufacturing at the end of five years. If used for any different type 
of work minor alterations and possible additions would be involved. 

17. The following applications for necessity certificates for this plant at this 
location have been filed since January 1, 1950: 


If final action has been taken, give 


(Estimated) total date of 


Government file of facilities in 
number dollars on each 
application 


Date of application 
(d 


(b . 1 Denial 


None filed 


18. Persons authorized to represent applicant for the purpose of this application. 


t t 
Name: A. O. Bruestle. 
Title: Vice president. 
Address (street, city, zone, State): 2973 Spring Grove Avenue, Cincinnati 25, 
Ohio. 

Certification: The undersigned, hereinafter referred to as the applicant, repre- 
sents that the facilities listed in Appendix A are necessary in the interest of 
national defense during the emergency period, and requests the issuance with 
respect thereto of a necessity certificate as provided under Section 124A of the 
Internal Revenue Code, and in support thereof submits the information contained 
in this application, and certifies that the facts herein set forth, or appended, are 
true and correct to the best of his knowledge and belief 

[SEAL] THE CINCINNATI MINE MACHINERY (Co. 

By A. O. BruestLe, Vice President. 

Attest: ELEANoR R. STENGER, Secretary. 

DECEMBER 28, 1950. 
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Applicant check one 0 Individual. © Partnership. & Corporation. 


The United States Criminal Code, 18 U. S. C., sec. 1001, makes it a criminal 
offense to make a willfully false statement or representation to any department 
or agency of the United States as to any matter within its jurisdiction. 

Items | to 3 inclusive are to be typed in by applicant. This portion of applica- 
tion will be returned to applicant as a receipt. 

Receipt is acknowledged of the application for a Necessity Certificate, filed on 
the date stamped hereon. Further communications with respect to this applica- 
tion should bear the Government file number indicated hereon. 

1. Total facilities, this application: $281,500. 

2. Date of application: December 28, 1950. 

3. Name: The Cincinnati Mine: Machinery Co., 2973 Spring Grove Ave., 
Cincinnati 25, Ohio. 

LEAVE THIS SPACE 





BLANK 
Government File No. TA. — 





Form NSRB-140 (Oct. 1950) 
APPENDIX A—SUMMARY SHEET 


(Applicant must attach hereto additional Appendix A sheets (numbered 2, 3, 4, 
etc.) supplying a description of each facility) 


Location of facilities: Cincinnati, Ohio. 

Name of applicant: The Cincinnati Mine Machinery Co. 

Address (street, city, zone, State): 2973 Spring Grove Ave., Cincinnati 25, Ohio. 
Applicant (check one): O Individual. © Partnership. © Corporation. 





. Actual (dol- Estimated 
Item lars) (dollars) 










(a) (b) 
























Land : : i Unknown. ' 27, 500 
Buildings and other fixed installations ; do.- 175, 000 
Equipment: 

Machine tools as 3 : do_..- 79, OOO 


Other metal-working machinery 

Power generating and distributing equipment. 

Furnaces - _-- * 

Other equipment 
Other (specify) 


Grand total of all facilities, appendix A 


Approximate. 






Give date of acquisition or beginning of construction, reconstruction, erection 
or installation of the facilities: Immediately upon receipt of permission as herein 
requested. 

‘ Materials and services produced or to be produced (answer same as item 1, 
page 1, of application): Cutting chains, cutting bars, cutting bits, and allied 
equipment for use on new and existing mining machines, principally coal-mining 
machines. 

Remarks: Inasmuch as we have not as yet purchased a specific lot we cannot 
supply accurate descriptions of the land and building as requested in Appendix A 
Immediately upon receipt of certification of the facilities herein requested it is our 
intention to purchase a suitable lot of approximately 90,000 square feet to 100,000 
square feet which will permit the building of a one-story brick and concrete 
factory building of approximately 25,000 square feet and allow ample storage and 
parking facilities. Granted the permission herein requested it is our intention to 
act immediately with the view of completing and operating these facilities at the 
earliest possible date—six months or less. The additional equipment will be 
ordered so as to be available at time of completion of building. 

Instructions: Appendix A describes the facilities for which certification is 
sought and consists of the Detail Sheets on land, buildings, and equipment and 
a Summary Sheet. The Summary Sheet is Page 1. The number of pages in 
the Appendix, including: both the Detail Sheets and Summary Sheet, shall be 
indicated on the Summary Sheet and the Detail Sheets. 
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The detail required in this Appendix A is important in order to enable the 
certifying authority to determine necessity of the facilities in the interest of 
national defense and in order to assist the taxpayer in identifying the facilities 
for the Bureau of Internal Revenue (Appendix A will be attached to certificate). 

If it is not possible at time of filing of application to identify the facilities in 
the detail asked, all available details should nevertheless be given and full details 
submitted as soon as possible. 

If the Appendix A Detail Sheet is not appropriate to a description of the 
facilities, a statement may be attached describing the facility in terms best 
suited to the activity. 

When a question is inapplicable, this should be so stated on the form. 

If actual cost cannot be ascertained, estimated cost should be given. If there 
are any substantial changes in cost or in description before the issuance of the 
certificate, the applicant should notify the National Security Resources Board. 


AppgeNpIxX A—DeEtTAIL SHEET 
DESCRIPTION OF FACILITIES FOR WHICH CERTIFICATION IS SOUGHT 


Name of applicant: The Cincinnati Mine Machinery Co. 
Address (street, city, zone, State): 2973 Spring Grove Ave., Cincinnati 25, Ohio. 
Date: December 28, 1950. 
No. 1. 
LAND 


Square feet (approximate): 90,000 to 100,000. 

Location of land: Unknown. 

Date acquired by applicant. (See attached sheet.) 

Approx. 200 ft. by 500 ft. 

Indicated by area enclosed by red line on attached drawing marked: —— 
Cost to applicant (dollars): Approx. 27,500. 

sNO. &. 


BUILDINGS AND OTHER FIXED INSTALLATIONS 


Square feet floor space (approximate) : 

Approx. 25,000. 

Approx. 100 ft. by 250 ft. 
Location of building: Unknown. 
Construction (wood, brick, cement, etc.): Brick and concrete. 
Date acquired or construction begun by applicant. (See attached sheet.) 
Floors (number): 1. 
Cost to applicant: Approx. $175,000. 

Building indicated on attached drawing as building: No drawing attached. 


EQUIPMENT 


No. 3. Name of manufacturer: Unknown Size: Approx. 48’ | Special features: | Date of acquisition: 
x 48” x 16’. None. Approx. June 1, 
1951, 
Kind: Planer. Model No.: Unknown | Type: 4head type.; Quantity: One Cost (dollars): Ap- 
prox. 30,000. 
No. 4. Name of manufacturer: Cincinnati | Size: 24’’_. Special features_._| Dateof acquisition: 
Milling Mch. Co. | Approx. April 1, 
1951. 
Kind: Automatic. Model No | Type: Duplex | Quantity: One | Cost (dollars): Ap- 
prox. 11,000. 
No. 5. Name of manufacturer: Cincinnati | Size: 24” Special features. .._| Date of acquisition: 
Milling Mch. Co. Approx. June 1, 
| 1951. 
Kind: Automatic. Model No | Type: Plain Quantity: Two_._| Cost (dollars): Ap- 
prox. 19,000. 
No. 6. Name of manufacturer: Cincinnati | Size....- _......| Special features: | Date of acquisition 
Mining Mch. Co | Entirely special | Approx. July 1, 
design. | 1951. 
Kind: Cut-off. Model No | Type: Special | Quantity: Two...| Cost (dollars): Ap- 
| } prox. 19,000. 
No. 7. Name of manufacturer : erent _| Special features...| Date of acquisition. 
Kind: Model No-. ; ..| Type _...---| Quantity..........| Cost (dollars): 
| | 


A necessity certificate is approximately 8% by 11 inches in size. Therefore, 
any drawings or maps which are included as part of Appendix A should, if pos- 
sible, be made to conform to the size of the certificate. Elevations or working 
drawings are not needed. 
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DEPARTMENT OF THE INTERIOR, 
GEOLOGICAL SURVEY, 
Washington, b. ii Fe bruary 16, 1951. 
Memorandum. 
To: Senator Joseph C. O’ Mahoney. 
From: H. M. Bannerman, Assistant Chief Geologist, United States Geological 

Survey. 

Subject: Information on the activities of the USGS in reference to section 7a of 

Public Law 520. 

In response to your request during the hearings on the activities of the Defense 
Minerals Administration, Monday, February 12, I am sending you herewith a 
statement designed to elaborate on that printed on page 18 of the stockpile report 
to Congress under date of January 23, 1951. 


H. M. 


3,ANNERMAN. 








UNITED STATES GEOLOGICAL SURVEY MINERAL INVESTIGATIONS IN 
TO RESPONSIBILITIES UNDER Secrion 7a, Pusuic Law 






REFERENCE 
520 





The paragraph quoted from page 18 of the report on stockpiling is an intro- 
ductory statement which aims to summarize the type and over-all magnitude of 
the activities currently being carried on by the Geodloyical Survey in reference to 
section 7a of Public Law 520. In the more detailed commodity by commodity 
statements that appear in the succeeding paragraphs (pp. 18-20) of the report 
the activities of the Survey are intezrated with those of the Bureau of Mines in 
order that Interior’s contribution to this phase of the stockpiling program may 
be presented as a single story. 

In amplification of the Survey’s part in this program it might be pointed out 
that practically all of the work that has been carried forward in the Survey in 
reference to minerals investigation since the enactment of the stockpiling laws 
has had as its primary objective the exploration for and appraisal of strategic 
n inerals and/or the refining of techniques or development of new techniques by 
which to tackle the increasingly difficult task of finding new mineral resources. 
In the past few years roughly 33 percent of our effort has beex devoted to the 
study of mining districts in which careful over-all geologic studies may be ex- 
pected to lead to the discovery of new and additional deposits; 28 percent to 
more general mapping of hitherto geologically unmapped regions, which for vari- 
ous reasous are believed favorable for the discovery of mineral deposits and con- 
ceivably to the eventual establishment of new mining districts; about 15 percent 
to physical exploration, i. e., probing the subsurface to test favorable structures 
for possible ore, as an aid in prospecting and to evaluate the economic potentials 
of geologically promising ground; about 13 percent to research specifically aimed 
at improving techniques and developing new methods for prospecting; and ap- 
proximately 11 percent has gone toward over-all appraisals of the Nation’s min- 
eral reserves and providing the background data on geology and minerals re- 
sources to the various agencies of the executive branch and of the Congress. 

Specifically the projects referred to in the receart stock vile redor include work 
leading to a detaiied appraisal of the bauxite resources of Arkansas; the asbestos 
resources of Arizona and Vermont; the beryllium resourees of South Dakota, 
Maine, New Hampshire, Connecticut, North Carolina, Colorado, New Mexico, 
Arizona, Texas, Utah, and Wyoming. Included too are studies of cobalt de- 
posits in Idaho; copper in Michigan, Arizona, New Mexico, and California; kya- 
nite and sillimanite deposits in Virzinia, North Carolina, South Carolina, and 
Georgia; lead-zine and cadmium in Utah, Tennessee, Wisconsin, lowa, New York, 
Idaho, Washington, and Alaska; manganese in Arizona, Montana, and Maine; 
mica in North Carolina, South Dakota, and the New England States; monazite 
and other rare earth minerals in the Southeastern States and in California; tung- 
sten in California; graphite in Texas, Alabama, Pennsvivania, and New York; 
lithium in South Dakota; fluorspar in New Mexico, Colorado, and Kentucky; 
chromite in Montana and Oregon; columbium-tantalum in South Dakota, Co!o- 
rado, New England, New Mexico, and the Southeastern States: vanadium in 
Utah-Colorado, Montana, Idaho, and Wyoming: mercury in California and 
Alaska; antimony in Alaska. 

In addition to these, each of which is on the stockpiling list, our investigations 
include work on various minerals which though not now li.ted as strategic are 
of prime importance to industrial welfare and to security, and therefore are 
included in the provisions of section 7a of Public Law 520. . Among these might 
be mentioned work on iron ore in New York, New Jersey, Michigan, Minnesota, 
Utah, and Wyoming; phosphates in Idaho, Utah, Wyoming, ard Florida: potash 
in New Mexico; titanium in Wyoming; tale in Vermont and New York. 


TR661 
























































































































































162 DEFENSE MINERALS 


a 








As to the degree of success the program is achieving: It is always difficult at 
a given time to measure in terms of dollars or tons of material returned what real 
value should be attached to the results of a program of this kind. Geology and 
geologic investigations—even straight prospecting ventures—are always frontier 
operations in terms of ultimate action; therefore the ‘‘pay off’’ so to speak can 
only be appraised many years after operations of this kind have been achieved. 
What value for example would we have attributed to USGS Professional Paper 
152, Geography, Geology, and Mineral Resources of Part of Southeastern Idaho, 
by G. R. Mansfield, if we had attempted to appraise it when it was published in 
1927? Yet that report and its included maps has been a main guidepost in the 
development of the now great phosphate industries of the Northwest... Moreover, 
efforts in this field are by no means restricted to the work of the Federal agencies. 
Many of the States, and some of the universities, carry on research in geology 
and mineral exploration and make noteworthy contributions in the common 
cause, and, by and large, industry carries on a far greater part of this job than 
do all the governmental organizations combined. Industry is especially active 
in the exploration and development phases of the work. In reference to the 
program outlined above, therefore, only those projects that were initiated several 
vears ago can vet be evaluated in terms of the real purpose of the program, namely 
to increase the reserves of minerals needed for the securitv and welfare of the 
United States. 

In this respect, with the exception of vanadium, discoveries to date have not 
been sufficient to warrant significant changes in the list of strategic and critical 
minerals. The situation with regard to some has been improved however and 
there have been noteworthy discoveries in some of the nonstrategic but indus- 
trially basic commodities which in some instances can be attributed in part at 
least to the activities of the Geological Survey. For example, the situation with 
respect to tale which was becomirg somewhat critical toward the close of World 
War II owing to depletion of reserves, has been alleviated to the point where 
reserves are no longer a problem This is because of the suecess of industrial 
developments in Vermont and New York State, based in large measure on the 
results of investigations published by the Geological Survey. Similarly extensive 
additions have been made to the iron-ore reserves in New York and in Michigan 
The discovery of important sources of vanadium in association with the phosphate 
deposits of Wyoming and Idaho stems directly from Survey operations carried 
on under the auspices of this program; and the subsurface investigations by the 
Bureau of Mines, which led to the discovery and subsequent development of the 
huge copper deposits at San Manuel, Ariz., was based on geologic investigations 
and recommendations of Survey geologists. Similary a large part of the suece 
in finding mercury and tungsten deposits in Idaho, California, and other Wester: 


States during the war years may be fairly attributed to this program. In like 
manner the more recent development of cobalt deposits in Idaho stem in part 
from this work, as does the successful explorations for zine in southwestern 
Wisconsin and in the Kokomo district of Colorado. The program has also led, 
recently, to the discovery in southern California of an entirely new type of deposit 


of rare earth minerals, which, though not vet fully explored, mav lead to the 
development of a new resource of sufficient magnitude to take care of United 
States requirements of these ctitical substances. A copy of a recent press 
release on this discovery is attached. 

The program has also procured a vast amount of data upon which reasonably 
reliable estimates of present reserves can now be made a’ needed by the Defense 
Minerals Administration. I[t has been instrumental in developing some new or 
hitherto little used concepts in prospe ‘ting such as the use of wall-rock alteration 
the dispersal of trace elements in soils in ground waters, and the dispersal of 


; 


metals in wall rock as guides to mineral concentrations. It has also lead to the 
determination of the geologic mode of occurrence and thereby has established 
practical guides for prospecting for deposits of such substances as mica, beryllium, 
lithium, tantalum, ete., which were hitherto little known or understood. Thi 
information, if available prior to World War Il, would have saved the Federal 
Government both monev and manpower. New and refined methods of assay 
and analvsis have been developed in some instances, and progress has been made 
in adapting geochemical and geophysical techniques to the over-all task of ore 
finding. 

In my opinion therefore this program has been quite successful and bear 
promise of increasing success as the background data build up. In short I think 
the record to date is better than our fondest anticipation should have led us to 


expect. 
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[From Department of the Interior, Information Service, Harold M. Bannern 


an, Geological Survey 


Washington, D. C., January 16, 1951] 
CALIFORNIA Rare EartuH FINpd or Hicuest IMporTANCE, CHAPMAN Says 


Valuable deposits of rare earth minerals newly discovered in southern California 
by Geological Survey scientists may enable the United States to become largely 
self-sufficient in these elements, Secretary of the Interior Oscar L 
said today. 

Secretary Chapman declared that the discovery is of the highest importance, 
because the United States is at present dependent upon foreign sources for its 
supply. 

The new finds are in San Bernardino County, near the Mountain Pass service 
station, 35 miles east of Baker, Calif., on Highway 91, Secretary Chapman said. 
A vein of rare earths was originally discovered in this area in 1949 on the so-called 
Birthday claims, and intensive studies of the area were becun shortly thereafter 
by geologists of the Geological Survev. These studies indicate that an area 
roughly 6 miles long and 2 miles wide, extending southeast from the original 
discovery, contains numerous deposits of rare earths, chiefly cerium, lanthanum 
neodymium, and praseodymium. 

The full size and extent of these deposits are still not known, but some of them 
appear to be very large. D. Foster Hewett, geologist in charge of the field 
investigations for the Geological Survey, estimates that a single deposit in the 


Chapman 


area, if it extends to a depth of 100 feet, may contain about 50,000 tons of rare 
earth-bearing minerals. 

‘The rare earths are known most popularly as flints used in lamps and pocket 
lighters, but more important uses are found in such items as are lamps, tracer 
bullets, and luminescent shells. Metallurgists have found rare earths of consid- 
erable value in alloys of light metals and for improving the quality of some steel. 
Various chemical compounds of rare earths are used in many industries. Recently 
it has been found that several of the rare earths are excellent absorbers of slow 


neutrons, and thus will find important uses in atomie research 


The chief rare earth mineral in the deposits is bastnaesite, a fluocarbonate of 


the cerium earths. Rare earths constitute about 65 percent of the mineral, and 
variable quantities of thorium also are present. The bastnaesite is found in veins 
and bodies of barite-carbonate rock associated with the uncommon types of 


igneous rocks, shonkinite, and svenite. 
Most important of the new discoveries are several bodies of barite-bastnaesite 
rock that appear, from representative samples, to contain from 10 to 40 percent 


of cerium earths. These ore bodies occur within an area of barite-carbonate rock, 
approximately 20 acres in extent. Samples from the largest high-grade deposit, 
whieh crops out in an area of approximately 90 by 130 feet, show an average 
rare earth content of about 20 percent. This deposit, which has not vet been 
prospected, is about 4,000 feet southeast of the original Birthday claims discovery. 
A smaller body of high-grade rock crops out about 3,000 feet southeast of the 
sirthday claims. Both of these bodies are within claims reported to be owned 
by the Sulphide Queen Mining Co. 

In addition to the high-grade bodies, local areas in the barite-carbonate rock 
about 6 acres in extent contain 5 to 15 percent bastnaesite, or from 2 to 8 percent 
rare earths. Barite generally averages around 20 percent of the barite-carbonate 


rock, but locally constitutes from 50 to 90 percent of the rock 
Numerous veins similar to those on the Birthday claims also | 

within the belt extending southeast from the original discover 
Although the rare earth content alone makes the discovery spectacular, Secre- 


ave been found 


tary Chapman said, barite is also a valuable constituent of the deposits. Barite 
is widely used by the petroleum industry as a constituent of heavy drilling muds 
and it has many other important industrial and chemical uses. If the large 


barite-carbonate rock area extends to a depth of 100 feet, it should contair 
hundreds of thousands of tons of barite 
The Geological Survey will continue intensive studies of the new de 
Secretary Chapman said. Under present plans, the deposits will be ey 
drilling to determine their extent, depth, grade, and geologic relations 
The rare earths now are obtained from the mineral monazite, a phosphat 


cpl yred by 


=f) au t ‘> 
the cerium earths. Prior to about 1910, this country produced enough monazite 
from the stream gravels of the Carolinas to satisfv the then small world needs. 
The discovery of richer beach deposits of monazite in foreign countries, chiefly 
Brazil and India, forced domestic mines to close shortly thereafter Recently 
developed uses for rare earth elements have increased the national requirements 


faster than it has been possible to increase imports. 
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DEPARTMENT OF THE INTERIOR, 
GEOLOSCICAL SURVEY, 
Washington, D. C., Fe bruary 21, 1951. 
Memorandum. 
To: Senator Joseph C. O’ Mahoney. 
From: W. H. Bradley, Chief Geologist. 
Subject: Evaluation of the United States Geological Survey’s minerals program 

in reference to section 7a of Public Law 520. 

in response to your telephone request of February 20 to Mr. A. A. Baker and 
as a supplement to Mr. H. M. Bannerman’s memorandum to you of February 16 
on the same subject there is attached a more explicit evaluation of the geologie 
investigations currently being carried on in the minerals field. The purpose of 
the program is not only to search for and evaluate new deposits of strategic 
minerals and metals but to aid others in the search and to devise new ways of 
searching for deposits not revealed at the surface. Another important objective 
is to make current appraisals of the national resources of various mineral com- 
modities. 

The attached table lists and evaluates each project in the minerals program. 
The project objective is to accomplish a specific part of the program. Each 
project is staffed by a team of geologists and their assistants. Additional scien- 
tists who are specialists in related fields are assigned to a project as needed. Each 
project team is provided with the services of other scientists in laboratories who 
make the necessary assays and analyses. 

Projects differ considerably in size and range from one or two scientists and one 
assistant to as many as 50 people. Projects differ in size and composition because 
of differences in the complexity of the geology, differences in the kind of terrain, 
and in the objectives of the project. Projects change in size and composition 
during each vear by reason of temporary or part-time assistants and may also 
change abruptly in size by reason of a discovery or the failure to discover. On the 
average, projects last about 4 years but they range in Jength from about one and 
a half yvearsto more than 10 vears. The program is made up of an endless series of 
projects of varving duration and size. As one project ends another one begins. 
The completed project may, on the other hand, be replaced with two smaller 
projects. Sometimes two or more projects may be slowed down by transferring 
personne] to another project where a significant discovery has been made. Long- 
range projects are also unavoidably interrupted by the necessity of assigning key 
personnel to emergency work of one kind or another. 

Discoveries result directly from the work of only a few geologic projects. 
Generally a discovery involves the work of many people and of different organiza- 
tions. Some Geological Survey projects result immediately only in the publica- 
tion of a geologic map and report. It may be, and commonly is, years before we 
learn how effectively the map and report may have been used to develop a district, 
to find extensions of ore bodies, or to find new ore bodies. Companies and 
individuals are generally pretty mum about how they find things of value. Yet 
the maps and reports are snapped up and we know of a fair number of cases in 
which an individual or company later cashed in on the information. 

Each of these projects is a research investigation whose results cannot be 
predicted or closely scheduled. Some of the research byproducts prove to be of 
lasting value as scientific generalizations that are used bv geologists everywhere in 
their search for new minerals resources. A concrete evaluation of research is 
difficult and is especially difficult to evaluate in terms of dollars. 

The evaluations made on the attached list are current appraisals, stated where 
possible in terms of new mineral supplies. The less tangible or indirect worth 
of these projects is covered partly in objectives and partly by a general evaluation. 

W.H. Brap ey, Chief Geologist. 
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crs BY STATES 


(Alphabetically arranged) 


Arizona: 

MD-160. Jerome 

MD-161. Globe Miami 

MD-162. San Manuel 

MD-166. Little Dragoons 
California: 

MD-C 178. Bishop 

MD-—C 179. Mother lode 

M1)-—C 180. Shasta copper belt 

MD-—C 182. Cerro Gordo 

MT)-184. Pala pegmatite 

M1D)-—C 185. Ubehebe 

MI-C 193. California chrome 

MD-—393. Cerium-lanthanium 
Colorado: 

MD-126. Crystal Mountain peg- 

matite 

MD-148. Quartz Creek 

MD-149. Ophir, Colo. 

MD-—C-184. Garfield quadrangle 

MD-—C-—195. Kokomo, Colo. 

M1D—C-—196. San Juan 

M1D-—197. Holy Cross 

MD-471. Colorado flint clay report 
Connecticut: MD-—322. 

pegmatites 

Idaho: 

MD-199. Bear River phosphate 

M1)-287. Coeur d'Alene 

M1D-165. Seven Devils 

MID-177. Blackbird cobalt 
Maine: MD—473. Poland quadrangle 
Michigan: 

MD--164. Michigan copper 

MD-—C-215. Michigan iron 
Missouri: MD-307. Tri-State lead-zine 
Montana: 

MID-38. Bentonite studies 

MD-—60. Stillwater chromite 

MD-63. Montana phosphate 


Connecticut 


NOT LIMITED 


MD-—152. United States quicksilver 
MD-—309. United States mineral re- 
source studies 


Montana—Continued 
MD-331. Judith Mountains 
MD--359. Boulder Batholith 
Nevada: 
MT-145. Eureka 
M1D-—156. Pioche 
MD-163. Antler Peak 
MD 173. Sonoma Range 
MD-174. Steamboat Springs 
MD-—229. Ore deposits of Nevada 
New Mexico: 
MD 125. New Mexico potash 
MD-136. Carlsbad potash 
MD-—168. Central district 
New York: 
MD-138. Gouverneur tale 
MD-170. Northeast iron 
North Carolina: 
MID-—286. Southeast vranite 
MD-300. Shelby mapping 
MD-320. North Carolina pegma- 
tites 
MD-370. Hamme tungsten 
Oregon: 
MD-—151. Oregon quicksilver 
MD-175. John Day 
MD-217. Galice quadrangle 
South Dakota: MD-—140. Custer Key- 
stone project 
Tennessee: MD—169. Tennessee zine 
Utah: 
MD-—167. East Tintic 
MD-171. Iron Springs 
MD-227. Alta quadrangle 
Vermont: MD—137. Vermont tale 
Washington: MD 218. Northport dis- 
trict 
Wisconsin: MD—C-—230. Wisconsin lead- 
zine 
Wyoming: MD-—58. Laramie Iron Range 


rO ONE STATE 


MD-—395. Kyanite-sillimanite deposits 
of Piedmont Province 
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